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America and Jariff 


Reciprocity 


Foreword 


Soon after the election of Franklin 
D. Roosevelt as President of the United States, it became 
known in well-informed circles in Washington that an 
important feature of his program for the restoration of 
prosperity would be an attempt to enter into reciprocity 
tariff treaties with foreign countries. 


This was borne out by the appointment to the position 
of Secretary of State of Senator Cordell Hull, of Ten- 
nessee, long known as one of the leading tariff experts in 
omaeiens and an earnest advocate of a reciprocity tariff 
policy. 

Before the announcement of Mr. Hull’s appointment, 
however, another clear indication of the Democratic trend 
toward a policy of tariff reciprocity was the introduction 
in the Senate on January 13 by Senator Edward P. Cos- 
tigan, Colo., D., of a resolution (S. Res. 325, 72d Con- 
gress, 2d Sess.) directing the Tariff Commission to report 
to the Senate covering the general situation. Sections 10 
and 11 of the Costigan Resolution, which was adopted by 
the Senate, call upon the Tariff Commission to report on: 

“The extent to which existing conditional and uncondi- 
tional most-favored-nation clauses in commercial treaties, 
listed for convenient reference, may affect tariff bargain- 
ing with foreign countries, having in view early and reci- 
procal reductions in tariff rates in the United States and 
foreign countries and increased trade and commerce be- 
tween the United States and foreign countries. 


Generally to advise such ways and means for tariff bar- 
gaining as may appear relevant for most advantageously 
promoting expanded trade between the United States ind 
foreign countries, with the purpose of increasing employ- 
ment in the United States and markets abroad for prod- 
ucts of farms and factories of the United States.” 


Following the appointment of Senator Hull. the Presi- 
dent ee as /.ssistant Secretary of State, his per- 
sonal: friend and ciose adviser, Professor Raymond Moley, 
of Columbia University, who was instructed to begin 





gathering information for the President and Secreta: 
Hull on reciprocity tariff treaties. Since early in March 
experts in the various executive departments and in the 
Tariff Commission have been engaged in this labor. 

In his message to Congress on April 3 on farm mort- 
gage legislation, President Roosevelt said: 

“I shall ask the Congress for legislation enabling us to 
initiate practical reciprocal tariff agreements to break 
through trade barriers and establish foreign markets for 
farm and industrial products.” 

Finally, on April 26, as the British Prime Minister, 
Ramsey MacDonald was leaving Washington, he and 
President Roosevelt issued a joint statement on what they 
had concluded should be considered at the World Eco- 
nomic Conference to be held in London in June. 

These essential points were: 


1. Moderation of trade restrictions of all kinds, in- 
cluding excessive tariffs, quotas and exchange restrictions. 


2. Provision by central banks of adequate expansion 
of credit. 


3. Stimulation of enterprise, with governments play- 
ing their part by adopting programs of capital expendi- 
ture. ; 

4. Ultimate re-establishment of equilibrium of inter- 
national exchanges. 


5. Re-establishment of an_ international monetary 
standard. 


6. Improvement in the status of silver. 


It is expected that as soon as the currency expansion 
and one or two other legislative measures are ovt of the 
way, the President will send his tariff message to Con- 
gress. 

In anticipation of the coming international considera- 
tion of the question of reciprocity tariffs, the Dicest 
presents, in this number, a brief history of American 
experiences with reciprocity treaties and agreements. 
Particular attention is given to the experiences with Can- 
ada for two reasons: first, because America and Canada 
had a reciprocity treaty from 1854 to 1866, and made 
another serious effort to arrange one in 1911; and second, 
because it seems highly probable that if the Roosevelt 
Administration attempts to negotiate reciprocal treaties 
with foreign nations Canada will be one of the first coun- 
tries with which the United States will begin negotiations. 
This seems natural in view of the fact that the United 
States buys more from Canada than from any other coun- 
try and sells more to Canada than to any other country 
except England. 


In the following pages will be found brief chronclogical 
histories of America’s past efforts in regard to reciprocal 
treaties; selected articles on modern commercial treaties 
and “the most-favored-nation clause”; the powers of the 
U. S. Tariff Commission and the President to modify 
tariffs; the present condition of the foreign trade of the 
United States; and a Pro and Con discussion of the pro- 
posed policy of reciprocity tariff treaties. A study of 
these articles and arguments will prepare the reader for 
the tremendously interesting international discussions 
which are soon to begin. 




































































































































































































































































































































































































































































































America s Reciprocity 


Tariff Record 


Canada 
1846-1911 


1846 


Cuances in the Colonial policy of 
the British Government included the repeal of the Corn 
Laws, which had given preferential treatment to Canadian 
grain; the repeal of the Navigation Acts, which had aided 
Canadian shipping, and the reduction of the duties on 
lumber coming into the British Isles, thereby opening the 
British markets to competitors of Canadian lumber. 

The withdrawal of the trade preferences Canada had 
been enjoying from the markets of England threw her on 
her own resources and forced her, while retaining her own 
political independence, to seek closer commercial relations 
with the United States. 

As a result of this, the British Government, at the re- 
quest of Canada, opened negotiations with the United 
States for a reciprocity treaty between the United States 
and Canada, but events moved slowly. 


1848 


iS January the British charge d’af- 
faires in Washington and the Secretary of the Treasury 
agreed that the best way to effect reciprocity would be by 
cencurrent legislation in Congress rather hes by treaty, 
since a reciprocity tariff bill may be passed by a majority 
of both Houses, whereas a treaty must be ratified by a 
two-thirds vote of the Senate. Accordingly a bill was 
introduced and in July was reported to the American 
House of Representatives by the Committee on Commerce 
and promptly passed by the House. Opposition developed 
in the Senate, however, and the bill died there. 


1849 


Tue Canadian Parliament passed a 
bill for reciprocity with the United States. President 
Tyler was inaugurated on March 4, a new Congress came 
in and the Canadian reciprocity question was reopened 
on the American side. President Tyler objected to nego- 
tiating a treaty on the ground that any measure affecting 
the revenues should be considered by the House. 


1850 


New reciprocity bills were introduced 
in both branches of Congress, but no action resulted. 


1852 


Concress had before it bills provid- 
ing for reciprocity for Canada when the famous fisheries 
dispute occured. Up to 1812 American fishermen had 
had unrestricted rights to fish in waters off the maritime 





Provinces of Canada, but by the Convention of 1818 
they were excluded from the waters within the 3-mile 
limit except for refuge and repairs and to take on wood 
and water. The British measured the 3-mile limit from 
headland to headland, which excluded the Americans from 
the great bays, which were the richest fishing grounds. 
In 1852 Canada began a rigid enforcement of the Conven- 
tion of 1818, seizing American vessels, confiscating some 
and holding others until the end of the fishing season. 

The Americans threatened to use force. Canada ap- 
pealed to the British, who sent naval vessels, and the 
United States sent Commodore Perry to the. Canadian 
waters in command of American naval vessels. A delicate 
situation developed. It was finally cleared up but it 
became plain that permanent peaceful relations could not 
be established until the fisheries question was settled. 
Great Britain held that it should be included in a general 
commercial treaty. 

The matter was being thoroughly discussed in the 
United States and sentiment in favor of reciprocity with 

was increasing. Opposition on the part of the 

Maine lumber interests and a few other interests was 
strong enough, however, to block progress. 


1854 


Wir negotiations hanging fire in the 
United States, Great Britain took the initiative and sent 
the Governor General of Canada to Washington to urge 
action. 

On June 5 a reciprocity treaty between the United 
States and the Dominion of Canada was signed by Secre- 
tary of State Marcy and Lord Elgin, Governor General 
of Canada. 

The treaty was ratified by the Senate on August 2, 
ratifications were exchanged on September 9 and the 
treaty was proclaimed on September 11. The legislation 
necessary to put the treaty into effect having been passed 
by the United States Congress and the Canadian Parlia- 
ment, the treaty went into effect on March 16, 1855. 

The treaty provided for the mutual enjoyment of the 
fisheries on the Atlantic Coast north of the thirty-sixth 
parallel, north latitude; the reciprocal admission by each 
country of a specified list of articles, mostly unmanufac- 
tured ; the reciprocal use of canals; the use by the Amer- 
icans of the St. Lawrence River; the use by British sub- 
jects of Lake Michigan, and the freedom from duty on 
lumber cut on American territory, floated down the St. 
Johns River and exported from the Province of New 
Brunswick to the United States. 

The treaty remained in operation for 11 years, when it 
was abrogated. Three main reasons are generally cited 
as causing abrogation: The growth in Canada of a desire 
for a protective tariff ; Canada’s attitude during the Civil 
War and the need of increased revenues on both sides. 


1860 





Compramrs by American interests 
of increasing Canadian tariffs resulted in a report to Con- 
_ by the Treasury Department, but no: action was 

en. 


1861 


Tue New York Legislature passed a 
resolution requesting Congress to appoint a commission 
to negotiate with Canada for relief of / Americans against 
what were characterized as unjust Canadian revenue mea- 
sures, but Congress took no action. 


1863 


Resovutions and bills were intro- 
duced in Congress for the abrogation of the treaty and 
also for the appointment of a commission to negotiate a 
new treaty, but no action was taken. 


1864 


Ls May the House began debating a 
bill to appoint a commission to negotiate a new treaty. 
Michigan Representatives argued that the existing treaty 
was harmful to the lumber and wool interests of their 
state. The New England Representatives urged abroga- 
tion on the ground of Canada’s sympathy with the Con- 
federacy and on the ground that no American interest 
had really been benefited. The majority was still favor- 
able to the treaty, however, and an amendment to the 
commission bill, offered by Representative Morrill of Ver- 
mont for abrogation was defeated in the House by a vote 
of 82 to 74. A vote on the bill to appoint a commission 
to negotiate a treaty was postponed until the following 
December session. ’ 

In the meantime troubles had occured on the Canadian 
border which intensified feeling on the part of the North- 
ern States against Canada and Great Britain, with the 
result that on December 13 a joint resolution for uncon- 
ditional notice of abrogation, introduced by Representative 
Morrill, was passed by the House by a yote of 85 to 57. 

In the Senate Senator Sumner of Massachusetts and 
Collamer of Vermont led the fight for abrogation on the 
ground of the adverse trade balance and the need for 
more revenue. Senators Hale of New Hampshire and 
Howe of Wisconsin led the debate for the execution of 
the treaty. 


1865 


On January 12 the Senate passed the 
Morrili joint resolution by a vote of 33 to 8 and on 
March 17 President Lincoln gave the required year’s 
notice, 


1866 


lw January a Canadian Commis- 
sioner came to Washington and conferred with members 
of the House Committee on Ways and Means with a view 
to continuance of reciprocity on terms that they felt 
would be more acceptable to both sides, but found it im- 
possible to reach an agreement. we 
‘On January 17 the Treaty of 1854 was terminated. 


1866-1892 


From 1866 to 1892 Canadians con- 
tinued to a desire for reciprocity with the United 
States, but met no favorable response. In 1879 the Con- 
servative Party, newly elected to office, passed a high 
tariff act, more or less in retaliation against the high tariff 


laws of the United States. In 1880 the House Committee 
on Foreign Affairs made a report suggesting the consid- 
eration of legislation for reciprocity with Canada, but no 
further action was taken. While the Canadian fisheries 
treaty was being negotiated by Great Britain and the 
United States in 1888, Canada asked that the question of 
reciprocity be taken up, but the request was declined by 
the United States. In 1890 a reciprocity treaty between 
the United States and New Foundland was negotiated but 
was withheld by the British Foreign Office at the request 
of Canada. 

Between 1890 and 1892 Canada made further efforts 
to renew a reciprocity arrangement with the United States 
but no action was taken by the American Government. 

Thereafter public sentiment in Canada swung toward a 
national, self-sufficient policy, with the result that recip- 
rocity with the United States ceased to be a live issue. 


1909 


Te American Tariff Act of 1909 
contained provisiors for the application of maximum and 
minimum tariff rates; the maximum rates to be applied to 
the products of those countries not extending satisfactory 
treatment to the products of the United States. The maxi- 
mum rate amounted to 25 per cent ad valorem above the 
regular duty on all goods on the dutiable list. 


1910 


Ove to her existing tariff laws, 
Canada found herself, along with some of the European 
countries, facing the application of the maximum Amer- 
ican tariff rates. A reciprocity treaty between Canada 
and France, negotiations for which had begun in 1907, 
had just been ratified. Under the terms of this treaty 
Canada was permitted the minimum French tariff rates 
in return for low rates to France on a number of prod- 
ucts 


To avert a possible tariff war between the United 
States and Canada, President Taft sent Professor Henry 
C. Emery, Chairman of the U. S. Tariff Commission, and 
Charles M. Pepper, Commercial Adviser of the Depart- 
ment of State, to Ottawa to discuss the situation with Sir 
Wilfred Laurier, ier, and W. S. Fielding, Minister 
of Finance, of da. No definite ent was 
reached at this conference. On March 19 President Taft 
and Mr. Fielding met at Albany and immediately there- 
after Mr. Fielding came to Washington for more formal 
negotiations. 


1911 


A RECIPROCITY ement was final- 
ly negotiated in Washington in January by Mr. Fielding, 
Minister of Finance, and Mr. Paterson, Minister of Cus- 
toms, for Canada, with the cooperation of Sir James 
Bryce, British Ambassador; and Mr. Knox, Secretary of 
State, and Mr. Hoyt, counselor for the State Department, 
for the United States. The it was in the form 
of concurrent legislation instead of a treaty, because Can- 
ada wished to be free to annul the agreement at any time 
if, after a trial, it proved to be unfavorable to Canadian 
interests. 

The proposed changes in the general tariff rates were 
listed in four schedules. Schedule A embraced the ar- 
ticles that were to be duty free in both countries. It 























































































































































































































































































































included practically all agricultural products except wool ; 
’ fish and fish oil of all kinds (except sardines and fish 
preserved in oil) ; hewn timber, sawed lumber, posts, ties, 
poles, staves, and palings; unmanufactured asbestos, gyp- 
sum, talc, mica, feldspar, and fluorspar. Very few manu- 
factured products were included in this acne the most 
important being galvanized or tinned iron and steel sheets, 
galvanized wire and wire rods of certain guages, all 
barbed fencing wire, cream separators, carbon electrodes, 


typesetting and typecasting machines, coke and cottonseed 
oil, 


Schedule B included articles to be admitted into each 
country from the other at identical rates of duty, which 
were generally lower than those at the moment then pre- 
vailing in either country. Many of the items were second- 
ary products and manufactures of which the chief com- 
ponent materials were made free in Schedule A. Under 
this head came such articles as flour, barley-malt, canned 
biscuits, and fruit juices. Schedule B also included agri- 
cultural implements and machinery, and building stone 
(except marble and onyx), cutlery and plated ware, clocks 
and watches, motor vehicles, bathroom fixtures, and some 
other manufactures of minor importance. 

Schedule C included six articles that were to be ad- 
mitted at special rates by the United States; Aluminum, 
laths, shingles, planed or finished lumber, iron ore, and 
coal slack. 

Schedule D contained seven articles upon which Canada 
was to make reductions: Cement, fruit trees, condensed 
milk, unsweetened biscuits, canned fruits, peanuts, and 
bituminous coal. 

The arrangement affected nearly one-half of all of the 
imports into Canada from the United States. The articles 
placed upon the free list included more than 40 per cent 
of the United States imports from Canada and less than 
10 per cent of the Canadian imports from the United 
States. Of the articles placed on the free lists, there had 
been on the dutiable list in the United States over 76 per 
cent, in Canada less than 17 per cent. The previous 
United: States duties were to remain on less than 5 per 
cent of the imports from Canada; and the Canadian du- 
ties were to remain on more than 35 per cent of the 
imports from the United States. The Canadian imports 
from the United States were, however, of much greater 
total value than the United States imports from Canada; 
and the absolute values of the imports to be affected in 
each direction were almost the same. 


In the United States protests against the proposed 
reciprocity arrangement came from the farmers of the 
border states, the fishermen of New England, the cattle 
and sheep men of the Mountain states and the lumbermen 
of the Pacific Coast and the South, backed up by the out- 
and-out advocates of a protective tariff in all sections. 

The reciprocity bill was opposed by many Republicans 
in Congress, but a combination of Republicans, Democrats 
and Progressives formed a majority for it in the House. 
It was passed by the House on February 14 by a vote of 
221 to 93. On February 24 the Senate Committee on 
Finance reported the bill without recommendation. But 
seven days of the short session remained and opponents 
of the measure prevented its coming to a vote in the 
Senate —— the Sixty-first Congress came to an end on 
March 4. 


President Taft, disappointed at the failure of the Sen- 
ate to act, called Congress into extra session to meet on 
April 4. The elections of 1910 had returned a Democratic 











House and had increased the Democratic membership in 
the Senate, which gave increased support to the reciprocity 
bill. It was reintroduced and passed by the House on 
April 21 by a majority of 268 to 89. A long debate fol- 
lowed in the Senate but that body finally passed the bill 
on July 22 by a vote of 53 to 27. President Taft signed 
the bill on July 26. 

On the Canadian side fierce opposition to the reciprocity 
agreement appeared as soon as the terms were announced. 
During the preceding twenty years Canada had grown 
and prospered without a reciprocity arrangement with the 
United States and o ts of the proposed new arrange- 
ment took the ground that a sudden change of policy was 
uncalled for. They argued, further, that with indications 
that the Democratic Party was coming into power in the 
United States a general lowering of tariff rates was com- 
ing which would benefit Canada without a reciprocity 
agreement. A more extreme opposition voiced the opinion 
that a reciprocity agreement would be the first step on the 
part of the United States toward a move for the annexa- 
tion of Canada. 


The Canadian Government’s representatives argued that 
while the proposed agreement marked a radical change in 
the tariff policy of the United States, it involved no change 
in the Canadian policy of the preceding forty years. The 
opponents, however, went into commercial history 
of the two countries and charged that the United States 
had always been commercially hostile to Canada and that 
the main purpose of the existing Canadian tariff laws had 
been to retaliate against the United States by developing 
markets for Canadian products in other countries. It 
was also argued that the development of closer trade rela- 
tions with the United States would injure Canada’s trade 
within the British Empire. The Conservative Party was 
almost solid in its opposition to the bill while the Liberal 
Party appeared divided. 

The debate over the bill in the House of Commons con- 
tinued for several months, during which the Liberal Party 
stood firm, losing only three members to the opposition. 
The obstructive tactics of the Conservatives produced 
what practically amounted to a deadlock. On July 29 
Parliament was dissolved and Sir Wilfred Laurie appealed 
to the people. In the ing elections the Conservatives 
won the popular vote with 669,000 as against 525,000 for 
the Liberals. In the New House of Commons, however, 
the Conservatives had 133 seats to 88 for the Liberals. 
This ended the matter so far as Canada was concerned, 
since, under the Canadian parliamentary procedure it was 
unnecessary for the Conservative Government to lay the 
matter before Parliament and it was simply dropped. 


This was an abrupt reversal of Canadian policy of pre- 
vious years, when Canadian officials had made repeated 
but unsuccessful efforts to interest the oe oe Gov- 
ernment in a reciprocity agreement. ose who were in 
close touch with Canadian events in 1911 are of the 
opinion that the most force in turning the tide to 
the opposition was the fear of possible future attempts on 
the part of the United States to force annexation. 

On the American side also, a long-existing policy 
against reciprocity had been broken when the United 
States, in this year, approved it. 

The Act of 1911 approving reciprocity with Canada 
has never been . It is still on the statute books 
of the United States and if the Canadian Parliament 


should suddenly approve it, the reciprocity agreement 
would become operative. 





Hawaii 
1876-1900 


1876 


Tue United States entered into a 
recoprocity treaty with Hawaii for a period of seven 
years. At the end of that period the treaty was renewed 
with an added provision granting the United States the 
privilege of maintaining a naval base at Pearl Harbor. 
The treaty remained in force until the Hawaiian Islands 
were annexed by the United States and the organic act 
for the present government of Hawaii was passed in 1900. 
Since then free trade has existed between the Islands and 
Continental United States. 


The reciprocity treaty with Hawaii was arranged for 
political rather than commercial reasons, and its opera- 
tions, therefore, cannot be cited as an example of a reci- 
procity treaty between two fully independent nations. 


Cuba 
1898-1933 


1898 


Ox December 10 the Treaty of Paris 
was signed terminating the Spanish-American War. Un- 
der the terms of the treaty Cuba obtained her freedom 
from Spain. Pending the adoption of ‘a Constitution 
for Cuba and a definite settlement of a policy of the 
United States covering its political relations with the new 
republic, Cuban affairs were left in control of the United 
States Army. 


1899 


Ow April 12 the Treaty of Peace, 
which had been ratified by both Spain and the United 
States, was proclaimed and went into effect. 

On December 5, President McKinley, in his annual 
message to Congress recommended that, pending the es- 
tablishment of a permanent government of Cuba, the prod- 
ucts of the island “should have a market in the United 
States on as good terms and with as favorable rates as 
are given to the West India Islands under the treaties of 
reciprocity. which shall be made.” 


1901 


: Ax American policy covering the 
political relations between the United States and Cuba 
was formulated and set forth in an amendment to the 
annual army appropriation bill introduced by Senator 
Platt of New Hampshire, and generally referred to as 
the Platt amendment. 

The Platt Amendment, after safeguarding Cuba against 
various complications with foreign powers, provided in 
Article ITI that : 





“The Government of Cuba consents that the United 
States may exercise the right to intervene for the preserva- 
tion of Cuban independence, the maintenance of a govern- 
ment adequate for the protection of life, property and 
individual liberty. * * *” f 

The army ae bill carrying the Platt Amend- 
ment was passed by Congress and approved March 2. 
On June 12 the principles of the Platt Amendment were 
embodied in the Cuban Constitution. In April 1902 this 
Constitution was promulgated. On May 20 the indepen- 
dent Republic of Cuba began. 


1901 


ls his first annual message to Con- 
gress, on December 3, President Theodore Roosevelt 
urged action on the reciprocity treaties with West Indian 
countries which were pending in the Senate. 
On the same date a Cuban Commission addressed a 
memorial to the United States Senate asking for a reci- 
procity agreement. 


1902 
Ox July 4 ee of State Ha 


submitted to Senor Quesada, the Cuban Minister, a draft 
of a reciprocity treaty. On October 28 the Cuban gov- 
ernment made a counter proposal. On November 13 
Colonel Tasker H. Bliss was sent to Cuba to negotiate 
with the Cuban leaders. On December 17,the treaty, as 
agreed to by the negotiators, was submitted to the Senate. 
No action was taken at that session of Congress. 


1903 


On March 5 the Senate met in extra- 
ordinary session to consider the Cuban and Isthmian 
treaties. 

On March 11 the Cuban treaty was ratified by the 
Cuban Government. 

On March 19 the United States ratified the treaty with 
an amendment providing that the reduction of the tariff 
on Cuban sugar should not be increased beyond 20 per 
cent of the tariff rate then in force. On March 28 the 
Cuban Senate ratified the treaty as amended. 


The final article of the treaty provided that the treaty 
should not go into effect until approved by the United 
States Congress. In order to final action President 
Roosevelt called the Fifty-ei a ‘to meet in 
extra session on November 9. On November 19 the 
House passed the reciprocity bill hy a vote of 335 to 21. 
On December 16 the Senate passed it by a vote of 75 to 
18. It was approved by the President on December 17 
and the treaty went into effect and has remained in force 
ever since. 


Under the terms of the treaty the United States con- 
ceded 20 per cent of its tariff rates. This affected chiefly 
sugar and tobacco, but also molasses, fresh fruits and 


vegetables, iron ore (to 1913), and On the free 
list, and hence nonpreferential, were: ore, iron 
ore (from 1913 on), bananas, cattle hi and lesser 


items. On the other hand, manganese ore, crushed stone, 
coconuts, eee gary and pt soe ~—— 
vegetables, and logs of mahogany, of Spanish cedar, 

of lignum-vitae were free, if the product of Cuba, though 
dutiable if imported from any country other than Cuba. 
























































































































































































































































Reciprocity Treaties 


Not Ratified 


1844 
Germany, negotiated. Not ratifted. 


i883 
Mexzco. Negotiated. Not ratified. 


1884 


Domrntcan Republic. Negotiated. 
Not ratified. 


1890 


Tue United States Tariff Act of 
1890 contained a provision authorizing the President of 
the United States to suspend the free admission into the 
United States of sugar, molasses, coffee, tea and hides 
from those countries whose duties on American products 
were deemed too high. The object of this provision was 
to pave the way for reciprocity agreements. 


1891-1892 


As the result of the reciprocity provi- 
sion of 1890 agreements were entered into between the 
United States, on the one side, and Brazil, Dominican 
Republic, Spain (for Cuba and Porto Rico) Salvador, 

y, Great Britain (for her West Indian Colonies), 
Nicaragua, Honduras, Guatemala and Austria-Hungary. 
All these treaties were alike in being based on the ad- 
mission free into the United States on coffee, tea, hides, 
sugar and molasses, but the American products involved 
varied with each country with which the United States 
made an agreement. 


1894 


As the result of the National elec- 
tions of 1892, Grover Cleveland was elected President, 
the Senate and the House were both Democratic and the 
Tariff Act of 1894 was passed. This act placed a duty 
upon raw sugar, which caused the Reciprocity agreements 
under the Act of 1890 to be abrogated. 


1896 


Iw the elections of 1894 Congress 
went Democratic and agitation for a change in the tariff 


began. The Republican platform of 1896 contained a- 


plank favoring an extension of the reciprocity policy of 
1890. William McKinley was elected President. 


1897 


Tue Tariff Act of 1897 contained a 
provision authorizing the President to make reciprocity 
agreements with foreign countries producing argol (crude 


tartar), wine lees, brandies or other spirits, champagne, 
and other wines, paintings and statuary based on tariff 
concessions on those articles in return for concessions on 
American products. 


1898 


Tue United States entered into reci- 

— treaties, under the Tariff Act of 1897, with 

rance, Portugal, Germany, Italy, Switzerland, Spain, 
Bulgaria, United Kingdom and the Netherlands. 

These reciprocity treaties, generally referred to as the 


“Argol Agreements,” were the subject of long debate in 
the Senate. 


1901 


Tue National Manufacturers’ Asso- 
ciation called a “reciprocity convention” to meet in Wash- 
ington on November 19. At this meeting a resolution was 
adopted recommending to Congress the maintenance of 
the principle of protection and the extension of the reci- 
procity policy only where there would be no injury to 
any domestic interests. 

Following this the “Argol Agreements” remained in the 
Senate Committee on Foreign Relations without action. 


1909 


Tue Tariff Act of 1909 contained a 
provision instructing the President to notify the countries 
with which reciprocity agreements had been made that 
those agreements would be concluded. 


United States Trade With 
Canada and Cuba 
1928-1932 


CANADA 
s 
$914,713,000 
948,446,000 


659,094,000 
396,355,000 
241,425,000 


CUBA 
Exports 
$127,897 ,000 
128,909,000 
93,550,000 


46,964; 
28,774,000 





Tariff Modifying Powers 
of the President and the 


Tariff Commission 


Tue United States Tariff Commission 
was created by act of the Congress approved September 8, 
1916, and was reorganized under the provisions of the 
tariff act approved June 17, 1930. The Commission con- 
sists of six members, appointed by the President and con- 
firmed by the Senate, for terms of six years each, one 
term expiring each year. The principal office of the Com- 
mission is by law in the City of Washington, but the 
Commission may meet and exercise all its powers at any 
other place, and may, by one or more of its members, or 
by designated agents, prosecute any nece inquiry in 
any part of the United States or in any foreign country. 
It maintains an office at the Port of New York. The 
Commission has an official seal which is judicially noticed. 

The Commission is required to put at the disposal of the 
President, the Committee on Ways and Means of the 
House of Representatives, and the Committee on Finance 
of the Senate, whenever requested, all information at its 
command; to make such investigations and reports as 
may be requested by the President or by either of said 
committees or by either branch of the Congress; and to 
report its activities annually to the Congress on the first 
Monday in December. ‘ 

It is the duty of the Commission— 

(1) To investigate the administration and fiscal and 
industrial effects of the customs laws of the United 
States; the relations between rates of duty on raw ma- 
terials and on finished or partly finished products; the 
effects of ad valorem and specific duties and of com- 
pound specific and ad valorem duties; the arrangement 
of schedules and classification of articles in the tariff 
schedules ; and the operation of the customs laws, includ- 
ing their relation to the federal revenues and the indus- 
tries and labor of the country. 

(2) To investigate the tariff relations between the 
United States and foreign countries ; commercial -treaties ; 
preferential provisions ; economic alliances; the effect of 
export bounties and preferential transportation rates; the 
volume of importations compared with Se 
tion and consumption ; and conditions, causes, effects 
relating to competition of foreign industries with those 
of the “United States, including dumping and cost of pro- 
ducuon. 

(3) To investigate the Paris Economy Pact and 
similar organizations and arrangements in Europe. © “ 

(4) To ascertain conversion costs and costs of pro- 
duction in the principal growing, producing, or manufac- 
turing centers of the United States, whenever practicable 
in the opinion of the Commission, and to obtain in foreign 
countries such costs of articles imported into the United 
States, whenever in the opinion of the ission such 
costs are necessary for comparison with conversion costs 
or costs of production in United States and can be 


reasonably ascertained; and to ascertain all other facts 
which will show the differences affecting competition be- 
tween articles of the United States and imported articles 
in the principal domestic markets. 

The Commission is directed also to select and describe 
articles representative of the classes or kinds of articles 
imported into the United States similar to or comparable 
with articles of domestic production ; to obtain samples of 
such articles when deemed advisable; to ascertain the im- 
port costs of such foreign articles; and the selling prices 
of such domestic articles in the principal growing, pro- 
ducing, or manufacturing centers of the United States. 

Sections 336, 337, and 338 of the tariff act approved 
June 17, 1930, contain special provisions for the modifica- 
tion of existing duties and for the imposition of i 
duties by executive proclamation under certain conditions 
and within stated limitations in accordance with the legis- 
lative principles defined in those sections. 

Section 336 provides that the Commission, under such 
reasonable procedure, rules, and regulations as it may 
deem necessary shall investigate the differences in the 
costs of production of any domestic article and of any 
like or similar foreign article and shall report to the 
President the results of such investigation and its find- 
ings with respect to such differences. If the Commission 
finds that the duties fixed ‘by the statute do not equalize 
the differences in costs as ascertained by its investigation, 
it shall specify in its report such increase or decrease, not 
exceeding 50 per cent, of the statutory rate (including any 
necessary Cc in classification) as it finds shown y 
the investigation to be neces to equalize such dif- 
ferences. If the Commission shall find, however, that 
such proceeding in respect of an ad valorem rate of duty 
will not equalize the ascertained differences, it shall so 
state in its report to the President and shall specify there- 
in such ad valorem rates based the American sell- 
ing price, as elsewhere defined in the act, of the domestic 
article is it finds shown by the investigation to be neces- 
sary to equalize suck differences. No such rate, how- 
ever, may be decreased by more than 50 per cent, nor shall 
it be increased. Any specified increase or decrease of a 
rate so reported by the Commission, if approved and pro- 
claimed by the President, shall take effect commencing 
thirty days after such proclamation. The section pre- 
scribes the elements to be taken into consideration in 
ascertaining such differences in costs of production; pro- 
hibits the transfer of an article from the dutiable list to 
the free list or from the free list to the dutiable list; 
and provides for the modification or termination of any 
increase or decrease so proclaimed. 

The Commission is required, in the course of its in- 
vestigations under section 336, to give reasonable public 
notice thereof and to afford reasonable opportunity for 
parties interested to be present, to produce evidence, and 
to be heard at such hearings. 

The Commission is authorized under section 337 to in- 
vestigate unfair methods of ition and unfair acts 
in the importation of articles into the United States or in 
their sale after importation. When the findings and rec- 
ommendations of the Commission, upon its investiga- 
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Commercial Treaties and the 


“Most Favored Nation” Clause 


Mover commercial treaties cover £ 
wide variety of subjects. They relate to the treatment to 
be accorded to persons, to vehicles of communication and 
transportation, and to commerce in all its phases. Within 
them there appear provisions as to admission of diplo- 
matic and consular officials, and their rights and activities ; 
immigration and emigration; police protection and civil 
rights; conditions of travel, residence, and trade; ex- 
emptions from extraordinary levies, forced loans, and 
military service; navigation, quarantine, and harbor regu- 
lations and dues; conditions for importation, exportation, 
transit, transfer, warehousing; tariffs and customs laws; 
protection to patents, copyrights, and trade-marks. In a 
tariff study those provisions are of chief concern which 
have to do with trade and with customs laws and regula- 
tions. 

In the adoption of a commercial policy and in the mak- 
ing of arrangements connected therewith, every State has 
a twofold object—it seeks to gain and to preserve for it- 
self advantages, and to escape, avoid, and guard against 
disadvantages. This being the case, the making of a com- 
mercial treaty becomes a form of concluding a bargain. 

Where each of the parties to a treaty makes special con- 
cessions to the other with the intention that the transaction 
shall be looked upon as a particular bargain and with the 
understanding that its benefits are not to be extended 
automatically, generally, and freely to other States, the 
agreement is called a “reciprocity” agreement. 

In the making of commercial treaties a State may or 
may not seek a special and privileged position, but it has 
been a matter of especial concern to each State to be as- 
sured that it shall receive treatment at the hands of other 
States at least as favorable as that which the later accord 
to asty others. Each State desires that such concessions 
and guarantees as have been made to other States shall 
be extended to it; also that all which may in the future 
be granted to other States shall equally be granted to it. 


In order to safeguard against oversight at the moment 
of making a treaty, and to reduce the necessity for re- 
petitions, an instrument was devised which should auto- 
matically assure or offer to newly contracting States the 
benefit of concessions made, previously or afterwards, to 
third States. That instrument was the “most-favored- 
nation clause.” It is neither the purpose nor the effect of 
the most-favored-nation clause to establish a “most- 
favored-nation ;” on the contrary, its use implies the in- 
tention that the maximum of advantages which either of 
the parties to a treaty has extended or shall extend to any 
third State—for the moment the “most-favored”—shall be 
given or be made accessible to the other party; thus in 
practice to prevent the establishing of distinctions or dis- 
crimination in the extending of concessions and guaran- 
tees. 

Up to the time of the American Revolution the most- 
favored-nation provision appeared in but one form; the 
pledge was not qualified; no limitations were laid down as 
to the circumstances under which concessions granted (9 


other States should be extended as between the contract- 
ing parties. But in the first American treaty, that made 
by the American Confederation with France on February 
6, 1778, the clause was given a new phraseology. In this 
treaty there ps ges e usual pledge that advantages 
which either of the contracting parties had granted or 
might grant to a third State should be granted to the 
other, but there was attached a qualifying conditional 
provision, “* * * freely, if the concession (to the third 
State) was freely made, or on allowing the same com- 
pensation, if the concession was conditional.” From that 
time forward the most-favored-nation clause has been 
used sometimes with the qualifying stipulation and some- 
times without it. Where no such stipulation is attached, 
it is customary to speak of the clause as being “uncondi- 
tional ;” when it is specified that there shall be compensa- 
tion, the clause is described as “conditional.” 


From the time when its representatives first subscribed 
to the conditional form of the clause, the United States, 
when pledging itself to favored-nation treatment, has em- 
ployed that form almost without exception. The States 
of Europe, which had previously used the unconditional 
form only, have since employed sometimes the one and 
sometimes the other cf the two forms—up to 1850 very 
frequently the conditional, after 1860 almost exclusively 
the unconditional. At the same time, in the negotiation 
of their earlier treaties the European States had been 
governed aaa by the principle of making concessions 
only in return for concessions sought; they had been in 
the habit of making treaty bargains with those States only 
from which they wished at a particular time to secure 
particular concessions. The American Government 
adopted the policy of offering favorable treatment to all 
who would reciprocate; it was frankly seeking to secure 
equality of opportunity in foreign markets, and it offered 
equality of opportunity to all countries seeking American 
markets on the basis of mutual concessions. 

The willingness to treat with all nations equally and 
to offer the same concessions to all in return for compensa- 
tory concessions by each was essentially a step forward. 
It was no part, however, of the American policy to give 
to some States “freely” such concessions as were given 
to others in consideration of reciprocal concessions. The 
earliest American statesmen adopted the “special bargain” 
principle, and the American Government acted ever 
since in conformity with the conception that commercial 
concessions are to be given for specific compensation, and 
that most-favored-nation treatment implies and requires 
nothing more than the granting of opportunity to pur- 
chase, on the basis of reciprocal give and take, treatment 
identical with, or similar to, that accorded other States. 


European States have long since altered their commer- 
cial policies: they have experimented with various tariff 
systems ; or they have adopted new theories and practices 
in regard to commercial treaties and treaty bargaining. 
The commercial liberalism which met with favor in the 
leading States of Europe after the middle of the nine- 
teenth century emphasized the theory and practice of gen- 
eralizing concessions—that is, of extending, without con- 
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The World Trade of the 
United States in 1932 


Unrrep States exports during 1932 
showed a decline of 23 per cent in physical volume as 
compared with 1931, while imports were 20 cent 
smaller. Expressed in dollar values, exports decreased 
from $2,424,000,000 to $1,612,000,000, or 33 per cent, 
while the value of imports declined from $2,09 000,900 
to $1,323,000,000, or 37 per cent. In 1932, as in the two 
previous years, price declines were again responsible for 
a considerable part of the fall in values. As compared 
with 1929, the decrease in the volume of exports in 1932 
was 48 per cent and in imports, 39 per cent. Total United 
States exports were greater than imports to the amount 
of $290,000,000 in 1932, $44,000,000 less than in 1931. 


The outstanding development in international trade 
during 1932 was the increasing subordination, as the year 
advanced, of distinctly commercial transactions to the 
problem of the international transfer of funds. A num- 
ber of the countries which suspended gold payments late 
in 1931 or during 1932, and some of the gold standard 
countries, established official measures of exchange con- 
trol intended to protect currencies or to effect a more fa- 
vorable balance of payments in the face of declines in 
their exports. A considerable number of countries 
adopted or extended restrictive measures such as quota 
systems, embargoes, or higher tariffs. These factors 
tended to further restrict the international movement of 
goods and contributed to the reduction in United States 
trade. Despite the reduction, the United States retained 
its position as the leading export nation. 


Relation of Exports to Production 


In 1931, the last year for which Census data are avail- 
able, exports constituted 7.3 per cent of the domestic out- 
put of our farms, mines and factories as compared with 
9.8 per cent in 1929, while exports of finished manufac- 
tures, including food manufactures, were 6.1 per cent of 
the net value of manufactures production as compared 
with 7.9 per cent in 1929. Between individual products, 
however, the ratio varies greatly. We sell annually to 
foreign countries a relatively large part of our raw cot- 
ton, wheat, lard, tobacco, rosin, turpentine, petroleum 
products and certain classes of machinery. Exports of 
corn, coal, crude. petroleum, leather shoes, auto tires and 
hosiery, however, are a relatively small part of tota! pro- 
duction. Data by leading commodities for the latest pe- 
tiod available and for 1929 indicate that the proportion 
exports bear to production of most comnenaiea bas shown 
a decline since 1929. 


Change in Unit Value (Price) 


Unit prices of both exports and imports continued dur- 
ing 1932 their decline of the two preceding years, and 
reached levels well below those of 1913. The drop was, 
however, less marked in 1932 than in 1931, al h con- 
siderable differences appeared in the rate "of decline be- 
tween the economic classes of exports. The <3 — = 
exports of finished manufactures dropped 
during 1932 as compared with 20 per att in 1981 * while 


the decrease for crude materials was 15 | per cent in 1932 
in comparison with 32 per cent the year before. 


Change in Volume of U. S. Exports and Imports 


The shrinkage in volume of total United States exports 
during 1932 was due in large part to smaller shipments 
of finished manufactures, semi-manufactures and food- 
stuffs. Notwithstanding an increase in exports of cotton 
piece goods, airplanes, engines for aircraft, radio tubes, 
sewing machines, and other miscellaneous manufactured 
articles, total exports of finished manufactures declined 
39 per cent in quantity. Exports of agricultural imple- 
ments, industrial machinery, rubber manufactures, elec- 
trical apparatus, manufactures of iron and steel and mo- 
tor on including parts, showed declines in value 
ranging from 82 per cent to 47 per cent. The declines 
were mainly attributable to a drop in volume. 

Semimanufactures exports decreased 25 per cent in 
quantity, primarily as a result of smaller shipments of 
heavy iron and steel, copper and lumber. A considerable 
reduction in exports of leather and fuel oil also contributed 
to the decline. Gum rosin and cotton yarn exports were 
slightly greater in volume in 1932 than in 1931. 


The decrease in wheat, wheat flour and meat products 
was largely responsible for the drop of approximately 18 
per cent in the quantity of, foodstuffs exported during 
1932. Exports of apples were only slightly smaller, while 
fresh pear exports were considerably larger than in 1931. 
The total quantity of canned fruit exports decreased 6 
per cent, although some classes showed increases over 
1931. Dried and evaporated fruit exports fell off 16 per 
cent. 


Exports of crude materials, on the other hand, increased 
7 per cent in quantity in 1932 as compared with 1931, the 
total being larger than for any year since 1928. Raw 
cotton shipments showed an increase of 31 per cent in 
quantity, while crude petroleum, hides and skins, and the 
minor types of leaf tobacco were 7 per cent, 19 per cent, 
and 14 per cent greater, respectively. Bright-flue cured 
tobacco, the leading export class, dropped 34 cent in 
tity and bituminous ccal exports fell off 27 per cent. 
Crude materials comprised 33 per cent of our tiamenete 
in 1932, the largest proportion in any year-since in 


The drop in imports during 1932 as compared ‘with 
1931 occurred primarily in our purchases of crude mate- 
rials, semimanufactures and some of the finished 
manufactures. Quantity imports of leading industrial 
crude and semimanufactured materials decreased as fol- 
lows: Crude rubber, 17 per cent; raw silk, 12 per cent; 
copper, 33 per cent; tin, 47 per cent; raw wool, 64 = 
cent; flaxseed, 45 per cent ; lumber, 49 per cent; and fer- 
tilizers, 39 per cent. Newsprint, burlaps, refined mineral 
oils, and cotton piece goods, in the finished manufactures 
class, declined 13 per cent, 21 per cent, 22 per cent, and 
15 per cent, while coffee and sugar imports fell off 14 
per cent and 6 per cent, respectively. 

A number of manufactured imports of lesser impor- 
tance increased considerably in quantity during 1932. 
Among these were footwear with fabric uppers, cotton 
floor coverings, binding twine, tinplate, barbed wire, nails, 
electric light bulbs, and brushes. In the other economic 
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classes of imports, leading articles which showed marked 
increases in quantity during 1932 were sardines and other 
fish in oil, lobsters, canned fish, cocoa, tea, quebracho ex- 
tract, sugar-beet seed, olive oil, sisal and henequen, potas- 
sium nitrate and ammonium sulphate. 


Leading Exports and Imports 


Leading export and import commodities ranked in or- 
der of value in 1932 were as follows: 


(Millions 
Exports of dollars) 
Unmanufactured cotton .............2.2005- 345 .. 
Petroleum and products. ............0+++00: 208 
DIET a si is es II pease kiG8 132 
PSUR Did SHI os oe care hae 3 ses 6 eee’ 77 
Autos; mnchiding parts; e606... .......6.. 60005 76 
Chemicals and related products.............. 70 
Tobacco, unmanufactured.................4+ 66 
Packing house products..............+.--.- 57 
Wheat, including flour..................... 51 
Cotton “atminutachanes. i. ci 6 Se ee cee ceas 46 
Imports 
Is oa cache sch bs ceianees een’ 137 
SAI A ash odes SANUS Wis Sa dea Aih asa 0 iow 114 
Ce as aes 6 cS eee 6 00 aka HRk e's bbs 97 
Paper and Manufactures...............++-- 94 
Petroleum and products. ............20-000- 61 
PE ee BUCKS as ws 5 ea sk See a ese sie 54 
Chemicals and related products.............. 48 
ROSCA so sig 0 Go ein bs so wie a ve Soe 44 
Rubber, crude....... ee ees Sat gigas | faib wip 33 
Vegetable oils (expressed) ...........-...4-- 29 


Among the export commodities, petroleum and its prod- 
ucts outranked machinery and equipment in 1932, and 
fruits, totaling slightly more than automobile exports, 
ranked fourth in value. Crude rubber, as a result of the 
drop in prices, fell to ninth place among the import com- 
modities in 1932 from first place in 1926. The value of 
929,000,000 pounds of crude rubber imports totaled $32,- 
500,000 in 1932, while in 1926, 926,000,000 pounds were 
valued at $506,000,000. 


Exports by Country of Destination 


Commodities exported in larger quantities in 1932 than 
in 1931 aggregated 35 per cent of the total value of ex- 
ports. Excluding unmanufactured cotton, their value was 
$209,000,000, or 13 per cent of the total exports. 

Raw cotton exports to the European countries showed 
an increase of 46 per cent in quantity in 1932 as compared 
with 1931, the increase for the United Kingdom and Ger- 
many, amounting to 66 and 28 per cent, fespectively. Raw 
cotton exports to Japan increased 28 per cent in quantity. 
Cotton cloth exports to Central America, Argentina, Co- 
lombia, and the Philippine Islands increased 6, 10, 6, and 
89 per cent, respectively, while total exports increased 
only 2 per cent. Shipments of cotton cloth to Canada, 
Cuba, Chile, and British Africa declined. Among the com- 
modities of lesser importance in export trade there were 
considerably larger shipments in 1932 than in 1931 of 
cotton yarn to Cuba, Argentina, and Chile; of hides and 
skins to Canada and Japan; of fresh pears, leaf tobacco, 
sewing machines, and radio tubes to France; of canned 
apples, apricots, and peaches, canned salmon and un- 





dressed furs to the United Kingdom; of crude petroleum, 
iron and steel scrap, and lead to Japan ; and of fresh pears, 
cotton mill waste, and brass and bronze scrap to Germany. 


Considerable differences both in direction and rate of 
change are shown by countries of destination in leading 
commodity exports which decreased in quantity from 1931 
to 1932. Lard exports to Germany and the Netherlands 
were considerably larger in 1932 than in 1931, those to 
the United Kingdom 6 per cent smaller, while exports to 
Cuba teogent 51 per cent. Patent side upper leather ex- 
ports to France and Italy were substantially larger than 
in 1931, but to the United Kingdom they were consider- 
ably smaller. Wheat exports to all leading foreign mar- 
kets, except Brazil and Greece, in which instances there 
were transactions by government agencies, showed marked 
declines. Raisin and prune exports to the United King- 
dom increased, while those to Germany and Canada, 
Netherlands and Sweden declined considerably. Bright- 
flue cured tobacco exports to each of the leading markets 
—the United Kingdom, China and Australia—showed a 
decline. Exports of electric household refrigerators to 
British South Africa and France were greater than in 
1931, while those to Canada, Cuba, and Belgium showed 
marked declines. Radio receiving set exports increased 
considerably to Spain, but fell off very sharply to other 
leading markets, particularly to Canada and the United 
Kingdom. Germany and France increased their pur- 
chases of typewriters in 1932 while exports to the United 
Kingdom declined sharply. Exports of automobile tires, 
lumber, crude sulphur, refined mineral oils, heavy iron 
and steel, tractors, threshers, and automobiles to practical- 
ly all the leading markets were substantially smaller in 
1932 than in 1931. 


Imports by Country of Origin 


The value of articles imported in larger quantities in 
1932 than in 1931 amounted to 17 per cent of the total 
imports. Articles entered free of duty from foreign coun- 
tries which increased in quantity in 1932 aggregated )9 
per cent of the value of total free imports. Sugar, wear- 
ing apparel, and other articles from the Philippine Islands 
constituted 7 per cent of total free imports. The articles 
subject to ber entered in larger quantities in 1932 
amounted to 18 per cent of the value of total dutiable 
merchandise. 

Substantial increases occurred in 1932 in comparison 
with 1931 and other recent years in quantity imports of 
fish products, footwear with fabric uppers, electric light 
bulbs, cotton floor coverings, rayon hat materials, ammo- 
nium sulphate, and brushes from Japan; in barbed wire, 
nails, pork products, sugar-beet als and potassium ni- 
trate from Germany; in rayon hat materials from Swit- 
zerland; in ammonium sulphate and barbed wire from 

ium ; in ammonium sulphate, pig iron, and barbed wire 
from the Netherlands ; in lobsters, canned fish, and canned 
tomatoes from Canada ; in tin p= from the United King- 
dom ; in sardines and canned from Norway ; in cocoa 
beans from Brazil and British West Africa; and in sisal 
and henequen from Mexico. A number of other com- 
modity imports whicl: increased in quantity in 1932 as 
compared with 1931, in many instances, showed decreases 
in comparison with 1928 or 1930. 

In general, for tle imports showing decreases in quan- 
tity during 1932, these were shared by each of the leading 
countries of origin. In a few instances, namely, coffee, 
sugar, cude rubber, and copra, imports from secondary 











sources showed increases while those from the principal 
country of origin declined substantially. Other excep- 
tions were increases in imports as follows: Sheep and 
lamb skins from New Zealand, fox furs from tina, 
bananas from Cuba, palm oil from Netherland India, cot- 
ton cloth from Belgium and Japan, carpets and rugs from 
British India, wood pulp from Germany and Norway, 
crude petroleum from ‘/enezuela, lead from Newfound- 
land and Peru, and tin from the Netherlands. 


Distribution of Foreign Trade 


The United Kingdom was the leading purchaser of our 
exports in 1932, followed by Canada, Japan, and Ger- 
many, in the order mentioned. These four markets pur- 
chased nearly one-half of our exports and with Brazil 
were the source of two-fifths of our imports. Canada led 
in supplying imports, followed in order by Japan, Brazil, 
the United Kingdom, and Germany. 

Exports to the United Kingdom, Canada, Japan, and 
Germany showed declines in value of 37, 39, 14, and 20 
per cent, respectively, while exports to France and Italy 
dropped by 8 per cent and 10 per cent. Among the South 
American countries, the value of ex to Brazil was 
slightly larger than in 1931, while for the other leading 
countries the decreases ranged from 35 per cent for Vene- 
zuela to 83 per cent for Chile. Exports to Argentina, the 
leading South American market fell off 40 per cent. Ex- 
ports to Cuba and Mexico decreased 39 per cent and 38 
per cent, respectively. Almost complete discontinuance of 
shipments of machinery and agricultural implements to 
the U. S. S. R. (Russia), resulted in a decline of 88 per 
cent in the value of total exports to that country. 

Imports from both Canada and Japan declined 35 per 
cent in dollar value during 1932, those from the United 
Kingdom and Germany fell off 45 per cent and 42 per 
cent, respectively, while the decrease for, Brazil was 25 
per cent. Imports from France showed a decline in 
value of 43 per cent and those from Italy a decrease of 
32 per cent. 

Primarily as a result of a reduction in shipments of 
copper and sodium nitrate, imports from Chile decreased 


Tariff Powers Cont'd 


tion of such acts, justify the President in doing so, he is 
authorized to exclude such articles from entry into the 
United States, such refusal of entry to remain in effect 
until otherwise ordered by the President. 

_The testimony in every investigation under the pro- 
visions of this section is required to be reduced to writ- 
ing, and with the findirigs of the Commission constitutes 
the official record in each case. A copy of the i 
is required to be sent tc the importer or consignee of 
articles affected thereby and shall be conclusive, subject 
only to rehearing by consent of the Commission or to 
aaa on questions of law only to the United States 

tt of Customs and Patent Appeals, whose judgment 
shall be final. 

Under the provisions of section 338 the Commission is 

tequired to ascertain and at all times to be informed 





69 per cent in value. 
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Imports from Argentina dropped 
56 per cent. The value of total imports from Colombia 
was 19 per cent smaller, notwithstanding the increase in 
our quantity purchases of coffee. Imports from Cuba 
and Mexico showed decreases af 35 per cent and 21 per 
cent, respectively. : 

While the excess of exports over jmports in our trade 
with Cahada, the United Kingdom, and the U. S. S. R. 
(Russia), was considerably less than in 1931, the favor- 
able balance with France and Germany showed ah in- 
crease. In our trade with Japan, the usual unfavorable 
balance entirely disappeared ; the exports slightly exceeded 
imports in value. 


U. S. Foreign Trade Compared With That of 
Foreign Countries 


The United States continued to be the leading export 
nation in 1932. The decrease of 48 per cent in physical 
volume of United States exports below 1929 compared 
with decreases of approximately 40 per cent in exports 
of both the United Kingdom and Germany over the same 
period of time. Compared with 1931, the decline in the 
volume of exports from the United States was 23 per 
cent, and from Germany 31 per cent. The volume of 
exports from the United Kingdom was about the same 
as in 1931. The value cf the United States exports de- 
creased 33 per cent during 1932, while the value of United 
Kingilom exports converted to a dollar basis, declined 28 
per cent. (In terms of the pound sterling the decline 
amounted to only 7 per cent.) The value of exports from 
Germany dropped 40 per cent and those from France 
decreasa 55 per cent during 1932. 

In import trade, our wey purchases declined by 20 
per cent as compared with 1931 and 39 per cent as com- 
pared with 1929. Corresponding decreases in imports of 
the United Kingdom were 12 per cent and 11 per cent, 
and of Germany 10 per cent and 32 per cent. Declines 
in the value of imports into the United States, Germany. 
and France in 1932, as compared with 1931, were 37, 31 
and 29 per cent, respectively. Imports into the United 
Kingdom, on a gold dollar basis, decreased 37 per cent.— 
Extracts, see 3, p. 160. 






whether any foreign country discriminates against the 
commerce of the United States, whether by imposing upon 
it unreasonable charges or regulations not equally imposed 
upon other countries; or by laws, administrative regula- 
tions, or practices in regard to customs, port charges, 
classifications, or other like requirements which may be to 
the disadvantage of the commerce of the United States 
in such country or in any other foreign country. The 
Commission is required to report to the President with 
its recommendations any such discriminations which it 
may find to exist, and upon such findings, when confirmed 
by him, the President is authorized to specify and de- 
clare upon articles wholly or in part the growth or prod- 
uct of any such country such new and additional duties 
as will offset such burdens, or he may exclude from im- 
portation articles from such country. Such new or ad- 
ditional duties are limited, however, to not to exceed 50 
per cent ad valorem. Articles imported contrary to the 
provisions of this section are subject to seizure and for- 
feiture to the United States—E-tracts, see 1, p. 160. 






















































































































































































































































































































































Hon. Cordell Hull 
U. S. Secretary of State 


Tue American people should realize ~ 


that during recent centuries economic considerations lie 
back of all major world movements. Naturally other 
civilized countries with overproductive capacity have al- 
ways entered the struggle for world markets. Most wars 
for several centuries owe their origin to economic causes. 
The seeds of the late World War were clearly of economic 
origin, just as Japan is primarily concerned for materials 
and markets in connection with her present occupation of 
Manchuria and other parts of China. It is utter folly to 
discuss plans for military peace and ignore a state of 
economic war as it exists now and has existed throughout 
the world during much of the past 10 years. The policy 
of national seclusion, which must now be apparent to 
every person, breeds these very conditions of bitter eco- 
nomic strife, instead of preventing them. The only rem- 
edy is a system of liberal trade agreements pledging fair, 
equal, and friendly trade treatment and trade relations. 


Many of us frequently since the war have pointed to 
the limitless world trade opportunities beckoning to this 
country. In 1910 the isolationist believed that South 
American trade of a billion dollars was at the maximum, 
whereas it had reached $1,900,000,000 in 1930, with their 
60,000,000 population, and with any sort of effort to 
develop sound and liberal trade relations we alone could 
have had this commerce to $3,000,000,000 at present. The 
12,000,000 people of Central America and the West In- 
dies are not included. The Panama Canal leads across 
the Pacific, where there are more than a billion people 
hopelessly underfed and underclothed and with but nomi- 
nal purchasing power, peoples only awaiting ever since 
the war the cooperation of some enlightened, progressive 
country that would encourage them to put on highway and 
other construction programs and teach them to progress 
in other thoroughly productive lines, the effect of which 
would be to create a substantial purchasing power through 
which their standards would gradually be raised as were 
ours in past generations. The purchasing power of the 

000,000 Chinese population is only $10 per capita. 
The least effort within past years would have induced 
him to raise this to $50, with a resultant reservoir of new 
purchasing power of $1,500,000,000. A forward-looking 
nation would likewise have turned to India, with her 325,- 
000,000 population, whose present purchasing power is 
only $35 per capita. The production of Asia and the 
Pacific islands is desired by us, and in most respects not 
competitive, whereas our more advanced processes of pro- 
duction are universally desired by the Orient. We con- 
tinue to buy more from that part of the world than we 
sell—and that is a sad commentary on our enterprise. 


Instead of pursuing this wise course of constructive 
leadership and international trade cooperation, we prompt- 
ly entered into a treaty with Japan and other countries in 
1921 under the terms of which all economic and military 
control west of Hawaii was in effect turned over to Japan, 





while our dominant national leaders shut their eyes and 
embraced the most extreme phases of trade isolation. 
Does any sane person imagine that if the commercial na- 
tions since 1920 had kept trade barriers liberalized enough 
for the nations to effect no more than mutually profitable 
exchanges of their respective surpluses, we would today 
be experiencing the chief effects of the existing panic, 
including the maldistribution of gold? : 

We persisted, however, in facing inward instead of out- 
ward, and in our Bourbon isolation vast surpluses of gold, 
credit, and production developed, and ative and gam- 
bling fever gradually set up. The Florida boom came 
first. We then heard of the Coolidge stock market boom 
during which vast watered stock issues, spilt-ups, stock 
rights, and other supposedly precious paper properties 
were dumped on a gullible public to the tune of $50,000,- 
000,000. The excited population was regaled also during 
these years by the cry of “Coolidge economy and tax 
reduction,” although nobody stopped to observe that ap- 
propriations were steadily increasing and that the volume 
of taxes was not being reduced. Everyone was making 
vast paper profits and hastening to invest them, and much 
credit besides, in houses, lands, travel, and luxuries at 
several prices. Fast living, overspending, and all manner 
of excesses undreamed o the The future 
for many years was hopelessly discounted in every way. 


In vain did many of us each y.ur point out that this 
was a purely temporary, artificial, and false state of busi- 
ness activities; that they were hopelessly lopsided, uncer- 
tain, unsound, and created mainly by high-pressure sales- 
manship ; that more than 50,000,000 of the total population 
dependent upon the textile, the coal, the agricultural, the 
leather, and other industries were experiencing a severe 
depression, and not prosperity of any brand through these 
years beginning with 1921. There were never such fan- 
tastic exhibitions, performances, and orgies since the 
world began. The great American reservoir of idle gold 
and idle credit was utilized to develop the greatest stock 
market craze and the wildest bling pit in history. 
Amazing to contemplate, most of the investment bankers 
and economists, backed by the Coolidge and Hoover ad- 
ministrations, kept step and touched ws with all these 
crazed forces of speculation, whose mad leadership was 
rushing most of our 120,000,000 tion on to their 
—— _ economic doom. : characterized this 

riod as the “new economic era o eepetnal Sey 
Te Wie poverts cela sole be shanehed. had oc- 
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Arguments of 1902 


Foreign Commerce Committee 
Chamber of Commerce of U. S. 


Your Committee recommends that 
unconditional most-favored-nation treatment should be 
continued as the fundamental principle of United States 
commercial treaty policy, as far as world trade develop- 
ments permit. : 

In the application of most-favored-nation treatment na- 
tions have found it necessary, during the course of years, 
to recognize certain exceptions to the principle. 

For example, in our own commercial treaties we specify 
that most-favored-nation treatment as set forth in those 
treaties does not apply to our tariff relationships with Cuba, 
with our territories and possessions, or with the Panama 
Canal Zone. Treaties of otier countries include excep- 
tions such as frontier traffic and trade within certain areas 
where special geographical, historical or ethnic relations 
exist. The latter are so-called “regional arrangements.” 
Among notable exceptions of this character are the fol- 
lowing : the intercountry trade in the Scandinavian region ; 
also in the Baltic region; trade between Spain and Por- 
tugal; also between Portugal and Brazil; trade between 
Turkey and former parts of the Ottoman Empire; trade 
between Soviet Russia and former areas of the Russian 
Empire; and our own exception mentioned above, trade 
between the United States and Cuba. 

Another well-recognized exception is the trade befween 
a country and its colonies, territories or possessions ; wit- 
ness our own trade with Alaska, Hawaii, Philippine Is- 
lands, Puerto Rico, etc. 

When, however, a territorial possession acquires a more 
or less independent status, the validity of the exception is 
at once subject to question. This is especially true of the 
British ‘imperial preference agreements entered into at 


Ottawa.’ independent status of the nations compris- . 


ing the British Commonwealth deprive the Ottawa agree- 
ments of the only ground of justification for the British 
claim that these constitute a valid exception to the most- 
favored-nation principle. 

British dominions no longer occupy the position of 
subordinate colonies. Their trade is no longer colonial 
trade. They are independent political and economic en- 
tities functioning through sovereign parliaments. The 


Ottawa trade agreements, therefore, are not the logical 
outcome of the economic unity of the British Empire, but 
trade agreements between nations that present obstacles 
to economic accord as great as those that obtain between 
any two foreign countries. These agreements were made 
possible only by a fundamental departure from the eco- 
nomics of world trade, and, in particular, by open and 
avowed discrimination against the trade of the United 
States. The result of this emphasis on preferential treat- 
ment within the circumscribed area of the Empire has 
been to oppose fresh obstacles to world economic recovery. 
Non-British countries are now faced with a regime of 
customs discrimination by each unit of the Empire. This 
can only be interpreted as the substitution by British coun- 
tries of trade based upon “the flag,” for those commercial 
advantages resting upon natural competitive power in the 
world market. 

There is no analogy between the economic unity of the 
48 States of the Union, and the economic relations that 
exist between the several parts of the British Common- 
wealth. No federal system of government unites the 
separate and independent entities of the Empire econo- 
mically, as our federal system unites our States. No cus- 
toms barriers the States of the Union, as cus- 
toms barriers divide the Dominions from the United 
Kingdom and from each other- Tariff bargaining within 
the Empire is not the prerogative of a single imperial au- 
thority, but is carried out independently by the several 
Dominions in conformity with treaty procedure govern- 
ing the relations between two sovereign states. 

There is a fundamental distinction between an empire 
of widely separated and economically independent units 
scattered over the globe, and contiguous states under a 
federal government which exercises control over the fiscal 
policies of the nation, and of trade relations with other 
countries. No natural economic ties justify the exclusive- 
ness of the Ottawa trade agreements. derive their 
sanction solely from arbitrary measures that substitute 
artificial and exclusive trade arrangements for competitive 
trade in a world market. Denial to other countries of the 
preferential treatment accorded empire countries runs 
counter to the declared commercial policy of nations, as 
reflected in the pronouncements of the League of Nations 
and the International Chamber of Commerce, and con- 
stitutes a significant departure from the most-favored- 
nation policy. 

The “customs federations” proposed in recent years in 
Europe, and for which exceptions from most-favored- 
nation treatment were suggested, had greater economic 
justification than has British Empire preference. These 
proposed federations in large part were of contiguous 
States, economically dependent upon each other and con- 
stituting a natural trading area. But even so, it seems 
likely that their acceptance would considerably impair the 
value of the most-favored-nation policy. 

Your Committee, therefore, views with disfavor any 
suggestion that British Empire preferences be recognized 
as an admissible exception to most-favored-nation treat- 
ment. 

Continued om page 143 
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curred in many past campaigns, that talismanic word 
“prosperity” was again dramatized by our cunning adver- 
sary and used overtime for strictly partisan purposes. 


The fact that in 1928 the term “profitless prosperity” was - 


used by a few sane persons to describe some phases of 
these whirling activities failed to put a single victim on 
his guard. By 1929 most available domestic credit and 
$3,000,000,000 of the most liquid capital of Europe had 

drawn into this seething New York stock market 
debauch. Until the financial structures abroad were thus 
weakened, there were not any signs of serious panic con- 
ditions in those countries. 


It was perfectly patent to the normal person that these 
utterly chimerical conditions could not last, and so the 
bubble burst on October 24, 1929. The economic founda- 
tions were exposed by this terrific collapse as having been 
utterly rotten for some time, thus literally confirming the 
attitude of those who had periodically warned the Amer- 
ican people to this effect since 1923. 

Nothing was more evident than that the chief seeds of 
this depression were thus sown during the years following 
1920, when the policy of economic nationalism in its en- 
tirety was fastened upon the country. Not tariffs alone 
but all manner of barriers and obstructions and restric- 
tions and reprisals and embargoes and retaliations were 
made to intervene in order to block every phase of ex- 
change of capital and commerce between civilized coun- 
tries. Nothing was more patent than that the seeds of 
the depression were then being planted. This awful panic 
would have been thereby precipitated a number of years 
earlier but for our loans abroad of $15,000,000,000, much 
of which went to pay for our exports; for our gold im- 
ports approaching $2,600,000,000 from 1915; for sales 
of goods on the installment plan aggregating $6,000,000,- 
000; and for the expenditures over a period of years 
running up from seven to ten billions annually on high- 
way and building construction. Just as soon as these vast 
but teinporary stimulants materially declined or disap- 
peared, our Nation headed straight to economic disaster. 


High-tariff America pleads that the panic originated in 
high-tariff Europe, while the latter as stoutly contends 
that it originated in high-tariff America, and for proof 
cites certain physical facts difficult to get away from. It 
must be agreed that ours was the outstanding financial 
and economic force and factor among the nations of the 
world ; that our foundations were either tempo or un- 
sound ; that our isolationist leadership had been looked up 
to by the world and followed since 1920; that the dramatic 
and tremendous market collapse in New York instantly 
created the wildest fear and fright in every central bank, 
every stock market, every exchange and trading place in 
every civilized country. 

There had been a general state of economic recovery 
and industrial rehabilitation since the war in most parts 
of the world. Unliquidated phases of the war did not 
constitute a chief cause of the panic. America’s loans 
abroad of $15,600,000,000 up to 1929 confirmed this fact. 
Reparations and debts, about which we hear much, re- 









gardless of their merits or demerits, were not a major 
cause of the depression and they are not a major remedy. 
If the tiquid capital of $3,000,000,000 had been kept at 
home in the various countries of Europe instead of being 
thrown into the gambling pit in New York, the financial 
structures of these very countries would not have been 
weakened to the extent of becoming so susceptible to the 
effects of the panic outbreak in New York City. Our 
business and economic leadership, of course, committed 
a historic blunder in failing early to call in the investment 
bankers and demand their cooperation to curb these im- 
mense speculative forces before they got out of control 
and ran wild. 

Under American leadership this and other countries 
were not to rest content with the high-tariff tide that 
arose from 1920 to 1924-25. The chief pretext for this 
general movement upward had been either retaliation or 
safeguarding against sporadic imports from countries with 
depreciated currencies. Most of the nations, including 
England, in 1925 had gotten back to the gold standard, 
with the result that general downward tariff revisions with 
liberalized trade policies were strongly demanded by the 
rapidly damming up surplus production accompanied by 
a fall in prices of raw materials in most every part of 
the world. 

America, still in the grip of the forces of trade isolation 
which were utterly blind to these conditions, became bent 
on another grand increase of tariffs. This country sowed 
the winds in 1921-22: We have since seen a veritable 
whirlwind of tariff increases everywhere, and the end is 
not yet. Between 1925 and 1929, the second period of 
wild increases, there were 33 revisions, nearly all in- 
creases, between 26 countries of Europe and 17 of Latin 
America, while Australia, Canada, and New Zealand in 
1927 and 1928 made revisions upward, as did Siam, 
China, and Persia. America, during the political cam- 
paign in 1928, instead of furnishing sober leadership and 
calling a halt in these astonishing excesses that must soon 
prove disastrous, served notice that early in 1929 she 
would hasten to add a still higher story to her already 
sky-high tariff structure. 

The result was the notorious Hawley-Smoot Act of 
June, 1930, which made 890 increases and 235 decreases 
in a total number of 3,221 dutiable items. The increases, 
however, related to dutiable imports of $917,000,000, or 
two-thirds of our total dutiable imports for 1928 of $1,- 
573,000,000. This amount of imports affected, rather 
than the number of rate changes, is one of the more intel- 
ligible tests as to the extent and nature of actual revision. 
Moreover, the dutiable imports for the calendar year 1931 
fell to $695,608,000 and customs receipts to $354,064,472, 
while the average ad valorera rate on imports, from which 
75 per cent of this revenue came, must have exceeded 65 
per cent. The ad valorem rate on all dutiable imports 
averages 50.9 per cent, and it would be far higher but for 
low rates on such articles as burlap, hides, skins, and a 
long list of other commodities which we either do not 
produce or do not produce in sufficient quantity and hence 
import at a very low rate. 

enactment of our new “Bourbon” tariff law in 
June, 1930, was followed by still further action in the 
way of upward revision generally by 25 countries, and, 
in addition, 18 countries raised their tariffs between Au- 
gust and November, 1931. No human imagination can 
describe the utterly chaotic and dislocating effects of this 
veritable network of every kind of obstruction, discrimina- 
Continued on page 144 
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European efforts to bring about a lowering of tariffs 
between groups of contiguous countries, by collective or 
nlurilateral treaties, have not been as successful as their 
originators hoped for, but these experiments have an im- 
portant bearing upon most-favored-nation policy. 

These plans include the Briand proposal for a European 
customs union of the 27 European states which are mem- 
bers of the League of Nations; the Ouchy Convention 
described later ; the Oslo Convention for a tariff truce and 
future tariff reductions, ratified by Belgium, Denmark, 
Luxembourg, the Netherlands, Norway and Sweden; and 
the various proposals for closer cooperation between the 
industrial countries of Western and Central Europe and 
the agricultural countries of Eastern Europe, particularly 
the Danube countries, as exemplified in the Tardieu Plan 
that Austria, Hungary, Czechoslovakia, Rumania and 
Yugoslavia form a Danubian union based on preferences 
and quotas; also the Stresa Conference with somewhat 
similar objectives. 

These European plans and experiments give rise to the 
question as to whether, in the case of such a multilateral 
treaty, the United States, not being a party to the treaty, 
yet having a most-favored-nation agreement with a par- 
ticipating nation, might demand of that nation the tariff 
concessions which that nation had ited the other par- 
ticipating nations. In the case of bilateral regional agree- 
ments, such as the unsuccessful German-Austrian cus- 
toms rapproachement, this question has a direct bearing 
upon our North American situation, should the common 
interests of Canada and the United States ever lead to 
tariff concessions looking to closer economic ties between 
these two countries. 


In the case of multilateral agreements in particular, 
exceptions should not be automatically admitted, but 
should be the subject of negotiations with all other nations 
having most-favored-nation agreements and which are 
excluded from the benefits of the multilateral treaty. The 
same care should be exercised in the case of bilateral 
agreements, other than regional agreements, -particularly 
where these tend through artificial means to restrict world 
trade. 


Your Committee, therefore, recommends strong resis- 
tance to efforts to weaken most-favored-nation treatment, 
by any increase in “recognized exceptions” that admit of 
the interpretation that foreign nations, entering into multi- 
lateral agreements, are thereby relieved, automatically and 
without the consent of the United States, of the obligation 
of extending to us such most-favored-nation treatment as 
may have been assured to us by treaty. 


Practically all the larger nations of the world, including 
the United States, are intrenched behind customs barriers 
higher and more complex than in the beginning of 1929. 
A majority of these had their origin in the efforts to over- 
come domestic difficulties and to protect the position of 
their national currencies. Some of these protective mea- 
sures have been successful chiefly in the extent to which 
they have aggravated domestic difficulties by unnatural 
restrictions upon world commerce. Consideration of this 





situation will engage the attention of the coming World 
Economic Conference. In ary efforts toward a mitigation 
of these trade restrictions one or more of the following 
courses must be pursued: 

(1) Independent action on the part of a nation through 
general or partial revision ; or, through the application for 
such of some continuing method as provided by 
our flexible tariff, for the reduction of existing rates to 
some established formula, our own formula being equali- 
zation of production costs. 

(2) Joint action by all nations, or a large group of 
nations, through international eement, to effect some 
horizontal lowering of excessive tariffs (if a common 
“yardstick” for measuring such excess can be established), 
possibly on a progressive basis. 

(3) Bilateral agreements by two nations, and, as far as 
possible, generalizing such reductions through most-fa- 
vored-nation agreements. 

Tariff reduction in the United States ordinarily has 
rested upon the first method—independent action by our 
own government through general tariff revision and, in 
more recent years, through the operation of our flexible 
tariff. Our tariff levels in recent times have been estab- 
lished largely on the principle of determination by the 
Congress of what ucts are to be dutiable and what 
free ; and in principle with application to dutiable products 
of rates to equalize costs of production at home and 
abroad, including transportation. As occasion demands, 
rates may be adjusted to that formula by Executive action, 
within the limits prescribed by the Congress under the 
“flexible” provisions of our tariff. Insofar as our tariff 
rates may appear to the foreigner to be excessive, he is 
privileged to appear before oyr Tariff Commission, the 
investigation body under the “flexible” provisions of our 
tariff law, as do our own business men. This privilege is 
not generally granted by foreign countries to the Amer- 
ican exporter. 

It would greatly improve tariff relationships throughout 
the world if foreign countries generally adopted the Amer- 
ican policy of flexibility in tariff ing, on some uni- 
form basic principle, with access for the foreigner to the 
Commission or Bureau which determines the essential 
facts. The recent Ottawa agreements provided such 
mechanism for British exporters in the markets of certain 
of the Dominions. 


The second method of tariff revision, by joint agree- 
ment following an international conference, was attempted 
the League of Nations following the World Economic 
onference of 1927. Efforts also were made to revise 
tariffs on individual products by common agreement of 
the various nations. These movements, however, were 
not attended with success, for such efforts could only 
work successfully if the contracting parties built up their 
rates on the same basic tariff principles. Failing this, 
efforts to reduce tariffs horizontally on a percentage basis 
have met with difficulty because of the varying degrees 
of incidence of such reduction upon disparate tariff struc- 
tures of the nations concerned. The formulae upon which 
tariffs are ar vary greatly. There nay tariffs for 
revenue purposes, for protective , for military 
purposes, and others, artificially high, i bargaining pur- 
poses. Our own Tariff Act, as stated above, is theoreti- 
cally based upon the principle of equalization of foreign 
and domestic production costs, catalog transportation 
to the principal market in the United States. Changes 


Continued on page 145 
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tion, and impediment to the natural movements of capital, 
goods, and services back and forth between nations. The 
most hopeless derangement and disorganization of our 
international financial, credit, exchange, and trade situa- 
tion has inevitably resulted. How can any person not 
utterly blinded by provincialism or selfishness fail to rec- 
ognize the indispensable necessity for practical interna- 
tional cooperation to clarify and liberalize these extreme 
complications before we can hope for that degree of bal- 
anced prosperity here at home that the welfare of the 
American public actually requires? 

Our tariff act of 1930 was merely supplemental to the 
basic act of 1922. Many of the increases were based on 
fear alone; others were designed to stop cracks and cre- 
vices; still others were to keep out specialties, novelties, 
and like items indirectly or speculatively competitive. In 
addition to the agricultural increases, substantial raises 
were given woolen manufactures, cotton manufactures, 
sugar, chemicals, earthenware, glass, while still other, but 
smaller, increases were given silk and riyon, leather, 
shoes, gloves, cork, matches, and so forth, 2nd so forth. 
The average Fordney rates for 1928 were 41.57 per cent 
contrasted with the present average rate, as I have said, 
of 50.9 per cent. 


The resentment and retaliation against this new, and 
what was universally considered unjustifiable, tariff boost 
appeared in every part of the world in the manner just 
described and for the express and deliberate purpose of 
blocking and turning back American exports of farm 
products, automobiles, and scores of other lines. Ten- 
nessee, for example, was stopped from shipping tomatoes 
to Canada by a tariff of $1,200 on a single car. The Ita- 
lian duty on a Ford car priced at $610 here is considerabl 
over 100 per cent, making the selling price in Italy $1,735. 
That is a specimen of international trade as practiced by 
the Bourbon isolationist of this country, and he has a 
strangle hold on our whole economic situation today. 
When our rates were made unreasonably high against 
Spanish cork and a few other products, an official decree 
was promulgated fixing a quota, especially on a wide 
range of exports from the United States, and its object, 
as officially explained, was— 

To diminish our purchases in certain countries which 
punish our products with excessive rigidity and for the 
purpose of purchasing more from other countries in which 
we have more obligations. 

You will find that spirit and that policy embedded in 
the retaliatory decrees of forty-odd nations striking di- 
rectly at the United States. Similar bitter official com- 
ment and drastic action on the part of dozens of nations 
might be cited. 


The automobile industry has thus suffered incalculable 
losses. If automobile exports could be resumed in the 
amount of $500,000,000, as they once were, this single 
phase of trade revival would, to an astonishing extent, 
restore confidence, credit, and domestic trade activities 
throughout this country. This view is self-evident when 





we recall that the automobile industry consumes of their 
domestic production 15.5 per cent of steel; 53 per cent of 
malleable iron; 17.4 per cent of aluminum; 14.8 per cent 
of copper—it would start up the copper industry—26 per 
cent of lead, 6.5 per cent of zinc, 14.1 per cent of tin, 30 
per cent of nickel, 9.3 per cent of cotton, 51.4 per cent of 
upholstery leather, 18 per cent of lumber, 68.7 per cent 
of plate glass, 82 per cent of rubber, and 85 per cent of 
gasoline. The industry furnishes employment, directly 
and indirectly, for 4,000,000 persons. And yet here is 
that vast industry that could infuse instant life into scores 


‘of other great industries, and bring most of our 7,000,000 


idle laborers back to profitable employment, lying supinely 
on its back, because, forsooth, a small but powerful group 
of selfish and blind and dumb isolationists, in an economic 
sense,- have a stranglehold on this Government and on 
123,000,000 American people. 

England ordinarily exports raw material to the extent 
only of coal and in the amount of something over $200,- 
000,000, while the United States ordinarily has exports 
of raw materials of over a billion dollars a year, not in- 
cluding more than $700,000,000 additional of copper and 
a long line of crude products used by other countries for 
finished manufacturing purposes. Instead of going reso- 
lutely forward, and employing all our labor and most of 
our capital here at home in the manufacture of these raw 
materials, as England has done for generations, we sit 
supinely here in the grip of the blind forces of trade seclu- 
sion and feed out these vast surpluses of raw materials 
and semimanufactured materials to all the other civilized 
and first-class countries of the world, in order that they 
may utilize their labor and capital in their manufacture 
while ours remains idle. 


Following the war we were far better equipped in most 
instances than any other country to give employment to 
our entire capital and labor at home in the manufacture 
of a greater amount of our raw materials and selling the 
finished products in all parts of the world. We have, how- 
ever, suffered the enormous losses incident to inaction and 
facing in the opposite direction during 10 precious years. 
Even most of the backward nations have in the meantime 
made progress in all lines of production, including manu- 
facturing, to our great loss of trade opportunities. Our 
problem is to bestir ourselves and retrace our steps as 
rapidly as ible. It has already cost this country more 
than $25,000,000,000 to teach the economic isolationist in 
control since 1920 that America is a part of the world in 
a commercial and economic sense. e tremendous ad- 
vantage lately gained by this country over Europe is 
shown by the fact that from 1907 to 1924 English manu- 
facturing production increased 24 per cent compared with 
an American increase of 80 per cent. The English out- 
put per worker during the same period increased 4 per 
cent, while the American increased 45 per cent. And yet, 
we find the forces of isolation rushing to this Capitol and 
goose-stepping into the halls of legislation, demanding still 
further increases of tariffs against England, in the face of 
those figures. 

The honest truth is that except for our foreign trade, 
30 per cent of our manufacturing plants would close 
within six months, to say nothing of agriculture and 
mining. 

This country should place itself upon a basis of 
thorough efficiency. Instead of prescribing trade barriers 
for every inefficient industry that can be found, for every 


Continued on page 146 






aatueu tre sb tf Ac Oo He a Sy’ 


ee ee ee ie Le ie ee ae ie. 


C. of C. of U.S. Cont'd 


in the primarily protective rates in our tariff are predi- 
cated upon changes in relative production costs. The 
present depreciated currencies in foreign countries have 
thrown some of those relationshi need if out of line. 
To put into effect at present any horizontal slicing of all 
our tariff rates, in ex for similar reduction by 
foreign countries, at once raises the question as to where 
our domestic producers would be left following such re- 
duction. A general world-wide agreement to reduce all 
tariffs by a fixed percentage would by its very nature be 
neither scientific nor practicable. In the United States 
objection would be raised to it on the grounds that our 
present method of studying relative home and foreign 
production costs of individual commodities, with reduc- 
tions or increases of duty approximating such cost differ- 
ences, provides a more reliable and businesslike method 
of procedure. 


An International Convention for the Lowering of Eco- 
nomic Barriers, known as the Ouchy Convention, was 
signed at Geneva, on July 18, 1932, by Belgium, the 
Netherlands, and Luxembourg. These countries are pre- 
sumably on a similar production cost level. This Con- 
vention provides principally for the progressive reciprocal 
lowering of customs tariffs. When and if ratified by any 
of the parties to this agreement, the customs duties of 
those nations would then be reduced at the rate of 10 per 
cent a year until the rates have been cut to 50 per cent of 
the levels in effect on July 18, 1932. The reduction, how- 
ever, would not carry the rate below a level of 4 per cent 
ad valorem on semi-manufactured products, and 8 per 
cent ad valorem on finished manufactures. The treat- 
ment to be accorded agricultural products was made sub- 
ject to further discussion before the effective date of the 
convention. There are a number of reservations as to 
duty increases for fiscal reasons, as to certain contin- 
gents, and the customary reservations as to public safety, 
public health, quarantines, morals, etc. The convention 
'S open to adherence by other nations. 


The third method—by bilateral agreements—has been 
found by the League of Nations to be the only widely 
effective means of bringing about a lowering of tariffs. 
Under this method two countries discuss together their 
existing levels of duties upon particular products of in- 
terest to them, agreeing upon reductions which as a rule 
are made applicable to a considerable number of other 
countries through most-favored-nation agreements. The 
products dealt with are usually products of greater inter- 
est to the two participating nations than to the other fa- 
vored. countries. The generalization of such revisions, 
therefore, to other nations is not of great moment to the 

gaining countries. In this connection your i 
would point out that the general principle of unconditional 
most-favored-nation treatment does not preclude the pos- 
sibility of bargaining. It merely provides that any con- 
cessions, granted as a result of bargaining, shall be gen- 
eralized to all nations with which the conceding nation 
has most-favored-nation agreements. Many foreign na- 
tions follow this practice of bargaining within the uncon- 


” overcome entirely, or in 


ditional most-favored-nation principle. 

Your Committee is not prepared to urge any policy of 
bargaining that would contravene the National ber’s 
established tariff principle (Referendum 37), that there 
should be “reasonable protection for American industries 
that are subject to destructive competition frém abroad 
and that are, or promise to be, of benefit to the country 
as a whole or to any considerable section thereof.” Your 
Committee would point out that this commitment of the 
National Chamber is not one in favor of a prohibitive 
type of tariff, or of awed te panr: for any industry that 
is not actually or potentially of benefit to any considerable 
section of the country. Tariff conversations with forei 
governments—added to the work of the Tariff Commis- 
sion—would tend to ciarify the situation affecting both 
our own and foreign tariffs. 


Your Committee would also point out that at times, 
despite most-favored-nation agreements with a particular 
country, we might still fail to obtain reasonable tariff 
treatment. Products distinctly American in character, 
and coming primarily from the United States, would be 
subject to prohibitive tariff rates, and although such pro- 
hibitive rates applied ‘to products from all countries, the 
damage in large part would force the United States to 
have resort to some other means of redress. 

Over 65 per cent of our very substantial import trade, 
by value, now comes in free of duty. Statistics regarding 
our free list imports are conclusive proof of the liberality 
of American tariff policy toward characteristic products 
of many countries. Our free list should be a: key factor 
in tariff negotiations. From countries enjoying the bene- 
fits of this free list, we are in a position to claim equally 
liberal treatment for characteristic American products, 
by undertaking to retain certain imports on our free list 
as the “consideration” offered these foreign nations in 
return for modification of their prohibitive or excessive 
foreign rates. In some cases the binding of rates against 
increase, for a specified term of years, may be the quid 
pro quo. 

In all negotiations, the United States is circumscribed 
in the field of effective tariff bargaining by the fact that 
our major trade interest is domestic. Our exports repre- 
sent less than 10 per cent of our total industrial and agri- 
cultural production, although in several very important 
lines the percentage greatly exceeds this figure. Sight 
cannot be lost of the fact that were reductions in our own 
rates made to a point below a reasonable protective level, 
this would impose upon a domestic industry the sacrifice 
of its protected position for the benefit of some other 
American industry which is on an export basis. © 

Your Committee recommends that there be provided 
authority to the treaty-makine brarch of the government, 
for initiating bargaining negotiations with foreign govern- 
ments, where such bargaining clearly would be in our 
national interest. 

At present over 30 countries have currencies that are 
depreciated from their gold standard values. That depre- 
ciation has enabled the exporters of those countries to 

part, on certain commod- 
ities, the tariff of the United States. Whether such depre- 
ciation was forced upon a country by world circumstances, 
or whether it was the arbitrary choice of the foreign gov- 
ernment, or whether it is, or is not, being maintained at 
present by that country for competitive =. the fact 
remains that, as a result of this currency depreciation in 
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obsolete plant, this country should place itself upon a 
basis of thorough efficiency for purposes of both domestic 
and international finance, industry, and commerce. We 


should then pursue a policy of the lowest production costs, - 
living costs, transportation costs, and distribution costs. 


As we become economically independent, we should corre- 
spondingly throw off artificial restrictions, restraints, and 
impediments to the most efficient and profitable basis of 
production and distribution. 

In this policy we are confronted at every step by the 
unfair tactics of the opposition. Sponsors of our present 
trouble-breeding tariffs in their extremities offer some 
curious and fantastic defenses. One is that other coun- 
tries have pushed their tariffs up higher than ours. They 
ignore the fact that such action was caused by us. This 
recalls to my mind the incident of the criminal who delib- 
erately provoked a difficulty and later found himself de- 
nied the right to invoke the law of self-defense. Another 
defense is that the late decline of free imports has been 
greater than that of the dutiable. If this suggestion 
proves anything, it is the absurdity that the Hawley rates 
affect free imports more than those dutiable. A third 
defense is that those who suggest the slightest rate reduc- 
tions are free traders. This is remindful of the trick of 
the burglar who set fire to a house in the suburbs to divert 
attention while he robbed a business house in the center 
of the town. Macaulay said that for a pecuniary consid- 
eration an entire array of talent could promptly be had 
that would challenge the law of gravitation. 

If the Democratic Party of this creditor and surplus- 
producing Nation, with the restoration of suitable mar- 
kets and trade as the basis, can not consistently challenge 
this major system, it would be ludicrous for it to pretend 
to oppose minor phases of governmental favoritism. 

No comment on the effects of high tariffs on agricul- 
ture should be necessary in the light of sore experience. 
During the past 11 years of abnormally high tariffs 
American agriculture has become fundamentally worse off 
each year. If the farmer has not yet learned his tariff 
lesson, I am wondering how many more hundreds of 
thousands of farm mortgages will have to be foreclosed 
and how many more millions of the farm population 
must become impoverished before they realize the truth 
I am stating. 

Here is the secret of the awful story of the decline and 
decay of American agriculture: 


Taking 1913 as 100, the price of farm products is 75 
and of manufactures 109, and raw materials 81. A seri- 
ous dislocation of price levels has occurred. Raw mate- 
rials in this country have lost 40 per cent of their 1929 
values ; manufactures, 25 per cent; and agricultural prod- 
ucts, 51 per cent. The purchasing power of farm prod- 
ucts is hopelessly out of equilibrium with that of either 
raw materials or manufactures. 


American labor has been victimized and misled by high- 
tariff preachments almost to the extent of agriculture. 
For one or two generations inexperienced labor was being 





imported at the rate of near $1,000,000 a year, but objec- 
tions to our excessive tariffs were drowned out by the 
loud cry of “protection for American labor.” The immi- 
gration law and productivity per man are the chief factors 
in the stabilization of wages in this country. Labor is 
chronically deceived by the citation of wage scales here 
and abroad, whéreas labor everywhere, as stated, is paid 
according to the amount of its production. In most 
United States industries the labor cost is lower than in 
any country in the world. 


In 1925 the value of net production for each dollar paid 
in wages was $2.50 in the United States and $2.14 in 
England. Our labor which we paid $1,280 a year was 
thus cheaper than English labor which was paid only $513 
a year. The output per man in the United States is from 
three to five times as much as that in most of the other 
countries of the world, depending, as stated, upon the 
productivity of each wage earner. American labor has 
been badly misled by the false and hypocritical statement 
chronically made or implied that most wage earners are 
in a position to receive tariff benefits. The whole truth 
is that more than 80 per cent of American factory labor- 
ers, more than 85 per cent of farm labor, and 95 per cent 
of wage earners in the mineral industry derive no net 
tariff benefits. Virtually all wage increases since 1914 
have come out of labor’s increased production and not 
from tariffs. 


The average person, and especially the average politi- 
cian, is too disposed blindly to accept a tariff rate as in- 
suring net rather than mere gross benefits, whereas in 
most instances the net result is a loss. Of the total of 
near 28,000,000 wage earners in this country, the 3,000,- 
000, for example, in transportation have no tariff shelter ; 
the nearly 3,000,000 in the building trades; the 3,126,000 
clerks, typists, and others not in stores; the 800,000 coal 
miners ; the 2,143,000 professional persons; the 4,242,000 
retailers, real-estate agents, insurance agents, etc.; the 
800,000 in Federal, State, and local service; 950,000 in 
the mineral industry ; 8,500,000 agricultural workers ; 500,- 
000 in motor-vehicle industry ; 473,000 in timber and lum- 
ber production ; 117,000 in newspaper and periodical pub- 
lishing ; and a long list of others that receive no net tariff 
benefits and in most all instances no gross benefits. If 
labor leaders desire to be fair, they will remind the rank 
and file that most wage increases in present tariff-pro- 
tected industries and most all reductions of hours came 
to American labor prior to 1921, under the liberal and 
humane policies of the Wilson administration. 


For some years many of us have earnestly urged steps 
that would be calculated to bring about basic readjust- 
ments of our tariff and commercial policy and other trade 
barriers for the paramount purpose of restoring American 
market and trade opportunities abroad. 


The first proposal to this end is for legislation author- 
izing a permanent world econemic conference called by 
the President, the action of which, more than any other 
first step, would restore confidence and credit, such con- 
ference having for its purposes the development of a 
spirit of simultaneous tariff revision downward, and lib- 
eral commercial policy, mutual agreements eliminating 
many discriminations in commerce, unshackling interna- 
tional finance, credit and exchange, and liberalizing the 
network of reprisals, prohibitions, embargoes, and other 
restraints which accompany the policy of superprotection ; 

Continued om page 148 





C. of C. of U.S. Conta 


so many countries, there has been a substantial weakening 
of the protective character of the American Tariff Act, 
with consequent serious effects upon American price levels 
and upon American industry. The last annual meeting 
of the National Chamber urged emergency legislative 
measures to meet this depreciated currency competition. 

Your Committee recommends, therefore, that should 
our Congress authorize negotiation with foreign countries 
as to reciprocal tariff reductions, no exercise be made of 
such authority until such time as the Congress has passed 
legislation adequate to protect American industries against 
competition from countries with depreciated currencies, 
or until such time as there has been such substantial 
restoration of currencies to the gold standard as will 
eliminate the present threat to domestic industries from 
these debased currencies. Your Committee further rec- 
ommends that our government hold to the view that 
charges to compensate for currency depreciation are an 
admissible exception to most-favored-nation treatment. 

Your Committee would again emphasize the fact that 
the United States today is the world’s greatest exporting 
nation. We have business interests of the first importance 
in every leading foreign market. The future of that 
trade depends not alone on its vigorous prosecution by 
business itself, but to an important degree aiso on a deci- 
sive and forceful commercial policy by the nation. 


We are entering upon a period of reconstruction in our 
export trade. To further that trade, our State Depart- 
ment should examine critically and without delay the tariff 
and commercial policies of every foreign nation as they 
affect American exports. The heads of our diplomatic 
missions abroad, with the advice of our commercial at- 
taches, should address themselves to that problem. They 
should enlist in that work the cooperation of American 
chambers of commerce abroad, branch houses of Amer- 
ican firms, and individual business men importing Amer- 
ican goods. Our embassies and legations should be given 
the task of identifying rates of duty that, as applied to 
American products, are prohibitive, excessive, or discri- 
minatory, directly or indirectly. Such facts should be 


supplemented with up-to-date appraisals of the present 


tariff policies of foreign governments, and of the attitude 
of such governments toward most-favored-nation treat- 
ment, bargaining, flexibility in tariffs, and their concep- 
tion of an acceptable theory or formula for determining 
tariff levels. 

We cannot afford, passively, to be satisfied with treaty 
promises of most-favored-nation treatment. We should 
pursue an active course, in seeing that promises are ful- 
filled, eres genes and that our whole treaty 
structure is an 
and for trade promotion. 


For the purpose of concentrating the attention of our 
diplomatic officers abroad on these needs, your Commit- 
tee would welcome a decision by our State Department 
to cause surveys to be made, of the character mentioned, 
including any other type of restriction on American trade ; 
and that these surveys be made periodically, with one at 


cient instrument for trade protection . 


least every six months. Your Committee would further 
welcome submission of survey reports to joint confer- 
ences of representatives of the Department of State, the 
Department of Commerce, the Department of Agriculture, 
the Treasury Department, the Tariff Commission and 
other government agencies concerned, with the coopera- 
tion of interested business groups, to determine definite 
courses of action when, and where, needed.—E-xtracts, 
see 5, p. 160. 


Republican Minority 
Report, 1902 


Ws: oppose the proposition to reduce 
the tariff on Cuban products coming into this country 
because it involves a relaxation of the protective principle. 

The Republican platform of 1896 condemned the Demo- 
cratic Party for not keeping faith with the American 
sugar growers; we seek not to merit for ourselves the 
same condemnation. 

The proposition to reduce the sugar tariff is unwise 
and unjust, because— 

1. It constitutes, in essence, an abandonment of the 
protective principle, even though it removes only one- 
fifth of the duty imposed by the .Dingley law. And this 
abandonment is most unhappy because applied to the pur- 
suit of agriculture in the most conspicuous instance in 
which specific and manifest protection is given to the 
farmer, and at the moment when the beet industry is not 
only in its infancy, but in an infancy so lusty and promis- 
ing as to demonstrate the certainty of a rapid and prodigi- 
ous growth. The beet-sugar industry exhibits in the most 
perfect form we have yet known the most approved prin- 
ciples of protection. 

Heretofore the farmer has been compelled to find his 
justification of protection, from the standpoint of personal 
interest, in the prosperity reflected from the industrial 
artisan, and in the main he has, through good report and 
evil, been bravely loyal. 

Since our platform of 1896 gave a party’s guaranty of 
performance the people took us at our word, and we have 
demonstrated that in the beet-sugar industry we could 
more vividly than in any other enterprise illustrate to the 
American farmer on his own broad acres the beneficence 
of the American system of protection. 

The American market for over $100,000,000 worth of 
sugar annually is rightfully his. We shall encourage no 
policy which delays the time when he shall come into his 
own... 

2. As to the fancied duty to Cuba because of a distress 
which is only apparent in the admitted fact that every 
man on the island has all the work he can do at higher 
wages than he ever before received, we have only to say 
that the low price of sugar is a mere business con-lition 
of temporary character, and that to compromise » ith it 
on the terms proposed is, in its interference with the pol- 
icy of protection, to pay too high a price for all the good 
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Second, legislation authorizing the President to nego- 
tiate trade agreements based upon mutual tariff conces- 
sions and the unconditional most favored nation doctrine ; 

Third, that the American Congress, with the legislativé 
bodies of other countries acting as nearly in concert as 
they will, should, according to their own separate and in- 
dependent judgments, proceed with all necessary prelim- 
inary preparations, with the aid on the part of our Con- 
gress of an impartial fact-finding commission, for the 
careful and gradual readjustment downward of existing 
excessive tariffs with a level of moderate rates that will 
not permit conditions of domestic price monopoly, and a 
liberal, fair and friendly commercial policy, as the ultimate 
objectives. This broad policy would, in addition to im- 
pregnable home markets, insure wider and better foreign 
markets for our surplus, healthier domestic industry, and 
regular employment at suitable wages for al! of our labor. 
I myself would reorganize the present tariff commission, 
repeal the flexible clause, and adopt a more modified 
formula for assembling all the facts and factors reiating 
to competitive strength here and elsewhere. 

In this discussion it has been my endeavor to point to 
and to challenge the narrow and extreme policy of econ- 
omic nationalism as practiced by the world under Amer- 
ican ieadership since 1920, ard to brand it as easily the 
chief underlying cause of existing unsound, dislocated, and 
collapsed industrial, financial, and commercial conditions. 
I have ventured to urge the adoption of modified and basic 
economic policies—policies in the interest of every healthy 
phase of business and agriculture and mining and labor 
in this, Nation—such policies as will, in my judgment, 
revive confidence and credit, and permanently, not tem- 
porarily, cure the present trade paralysis by bringing back 
both domestic and foreign trade. Deadly surpluses every- 
where would then commenrice to move, the prices of pri- 
mary commodities would rise, business again would flour- 
ish, and full employment to labor and agriculture here 
at home would return to bless our common country.— 
Extracts, see 4, p. 160. 
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Hon. David J. Lewis 
U. S. Rep., Maryland, Dem. 


bs a tariff program designed to re- 
open the channels of commerce the following points must 
be covered : 
The repeal of the Hawley-Smoot tariff act. 


The substitution of lower rates. 
The reciprocal grant of lower rates to the United States 


by benefiting countries which may have increased their 
rates. 


Prompt ascertainment of such new rates to avoid busi- 
ness uncertainty and possible delay in business recovery. 

The re-enactment of the Underwood act of 1913, the 
rates of which would be granted: 

To any country which should grant the United States 
the tariff rates it had in effect July 1, 1914, or more 
favorable since. 

Free entry of articles not produced in the United States 
in commercial quantities. 

American rates to be subject to revision to correspond 
with costs by the Tariff Commission. 

This proposal is in the nature of a general reciprocity 
measure designed to restore favorable pre-war conditions 
of commerce by ridding the world of abnormal tariffs 
enacted because of fear or in reprisal or retaliation. As 
a cy anki proceeding it does not run counter to the 
most favored nation clause in our own treaties. 

The advantages of this method are that: 

It repudiates the Hawley-Smoot tariff act. 

Tt substitutes Democratic tariff rates which are lower 
and which match prices which now generally resemble 
pre-war prices. 

In going back to Democratic rates we offer inducement 
for a return to normalcy in tariffs by other countries and 
secure a quid pro quo. 

A joint resolution referring to the (Uriderwood) act 
will suffice when approved by the President, avoiding 
long hearings and log-rolling before the Ways and Means, 
repeated by the Committee on Finance with protracted 
discussions in both Houses while business is on tenter- 
hooks. A great desideratum is to avoid the pitfalls of in- 
dividual rate-making in Congress, which would involve 
literally hundreds of thousands of differently priced ar- 
ticles of trade. 

If, in any individual instance, a rate is shown to be too 
low because of changes in production costs, the rate can 
be revised by a proceeding before the Tariff Commission. 

The Tariff Commission act might also be amended to 
include auxiliary formulae: 

A petitioner for an increase of a tariff rate or for a 


change of classification involving an increase must first 
show : 


That the industry is one possessing a natural advantage 
in the United States and can be economically and efficient- 
ly conducted therein. 


That the importations equal or exceed an agreed upon 
per cent of the wholesale value of the domestic consump- 
tion or production. 

That the total of the increased rate requested will not 
exceed 50 per cent ad valorem. 

A people’s counsel for the Tariff Commission also is 
contemplated, as well as the Norris anti-monopoly provi- 
sion suspending tariffs where a monopoly price is main- 
tained. Both of these amendments have already received 
approval by the Senate. 
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that can possibly come to those whom it is intended to 
benefit. 

The proposition is to undertake to insure commercial 
and industrial prosperity in Cuba, a foreign country and 
a foreign government. If we undertake it, when and 
where are we to stop? 

It is a startling proposition entirely outside of our gov- 
ernmental functions and our constitutional power. 

Whenever we have undertaken to insure commercial and 
industrial prosperity in the United States, our own coun- 
try, by means of a protective tariff, we have been bitterly 
assailed on the ground of paternalism. 

Now, at the expense of our own labor, our own capital, 
and our own industry, and largely at the expense of a sin- 
gle industry, without reducing the cost of sugar to the 
American consumer, we are asked to extend the paternal 
hand to a foreign people on the ground that, having given 
them liberty, we are morally obligated to secure them 
commercial and industrial prosperity, even at the sacrifice 
of our own interests. 

We emphatically deny that we are under any such obli- 
gation, morally or otherwise. 

We insist that such an undertaking subjects the Con- 
gress of the United States to the charge of being false 
to its constitutional obligations, untrue to the people it 
represents, and, from a political standpoint, false to the 
pledges made by the party to the people when it asked 
and received their support. ; 

3. Entirely independent of its effect on the beet-sugar 
industry as a present fact in established concerns, it would 
smother the further development of the industry through 
the scores of plants now in various stages of active ad- 
vancement. 

An industry which has grown fivefold in the last, four 
years and doubled since 1900 has in it the certainty of a 
future development so stupendous as to beggar Eeebey 
and appeal with cogent force to our national pri 

4. In so far as the proposition professes to be in the 
line of Republican reciprocity, we assert that it is essen- 
tially a denial of that great policy. We deny that reci- 
procity is desirable except as a corollary to the greater 
policy of protection. Republican reciprocity, wise reci- 
procity, does not seek an exchange of products at the 
expense of any American industry; it does not seek to 
give—it does not give—commercial advantage to any for- 
eign product which comes into competition with our own 
products ; it does not seek an exchange of products which 
deprives any American artisan of his work or any Amer- 
ican farmer of an opportunity to profitably till the soil. 

This was explicitly declared by McKinley in his Buffald 
speech in the following words: 

“By sensible trade arrangements which will not inter- 
rupt our home production we shall extend the cutlets for 
our increasing surplus.” 

And =; President Roosevelt in his annual message in 
these words : 


“And that reciprocity be sought for so far as it can 
safely be done without injury to our home industries.” 

5. To say that the duty on sugar is to be lowered on 
the plea that it helps Cuba is to say that it must always 
be lowered when Cuba needs help; and a reduction of one- 
fifth by the House of Representatives means that else- 
where, both in and out of Congress, the extent of that 
reduction shall be measured by the varying views of those 
who consider it. 

It must therefore follow that the protective principle 
is to be subordinated to the question as to what amount 
of help Cuba may need. 

With such a policy declared by a Republican. majority, 
what wise business man can be induced. to invest his 
money in the beet-sugar industry? What promise will 
there be of its future development? 

And if that Republican majority is once constrained to 
such a policy, what license have we to believe that the 
citadel of protection will not be further assaulted in the 
house of its friends? When that time comes the days of 
Republican supremacy will be numbered. 

Never more earnestly than at this hour have we been 
summoned to our duty; never has the cause of protection 
—to which we owe our party success and our national 
prosperity—more needed our undivided and uaflinching 
support. 

We pledged our faith in 1896 to the sugar growers of 
the country and they took us at our word; in 1897 we 
kept the faith and passed the Dingley law, and the people, 
relying on that law and our party pride and tradition, 
proceeded to develop in amazing proportions the industry 
which we specifically encouraged them to enter. 

We are told that the pending proposition will not hurt 
the beet-sugar producers; but surely no one anywhere has 
asserted that it would help them. 

A tariff measure which has the unanimous indorsement 
of free traders is not above suspicion, and a search war- 
rant will not be needed to find all the protection that is 
hidden away in it—Eztracts, see 6, p. 160. 


———8 


Thirty-five Points Against Cuban 
Reciprocity in 1902 


Tue opponents based their case on 
the following grounds: 

1. That some $130,000,000 had been invested in the 
domestic sugar industry of the United States on the 
strength of from the Government and of © 
party pledges, and that this investment should be safe- 
guarded by maintaining the policy of protection. 

2. That the beet-sugar industry of the United States 
was still at the very inception of its development. It was, 
however, on a sound basis, as shown by the progress 
made during the 10 years preceding, in spite of adverse 
conditions. 

3. That this industry had reached a point where its im- 

Continued om page 151 








































































































































































































































































































PRO 


Thirty-five Points in Favor of 
Cuban Reciprocity in 1902 


Tue proponents endeavored to estab- 
lish, in substance, the following points: 

1. That the United States, having assumed responsibility 
for the political stability of Cuba, should properly secure 
it; and that this stability was dependent primarily upon 
economic well-being. 

2. That the sugar industry and, to some extent, the 
tobacco industry were the bases of the whole economic 
system of the island. 

3. That the Cuban sugar industry, struggling to re- 
cover from the ravages of revolution and war, was heavily 
in debt and unable to pay the accumulated interest due 
on mortgages; that, in addition, it was facing a world 
overproduction, depression of prices, and dumping of 
bounty-fed European beet sugars. 

4. That through annexation of sugar-producing terri- 
tories and by stimulating the home industry the United 
States had contributed to the overproduction of sugar in 
the world, which brought prices down to a point where 
Cuban sugar, paying duties, could not compete. 

5. That the Cuban sugar industry was dependent upon 
the United States as its natural and logical market and 
could be put on a paying basis only if its product were 
given free access to that market, necessitating complete 
exemption or very substantial reduction of import duties. 

6. That the reestablishment of the Cuban sugar indus- 
try after the war had been undertaken with the general 
anticipation of closer relations between the United States 
and Cuba. 

7. That the current crop in Cuba was being ground at 
a loss of about five-eighths of a cent per pound, amount- 
ing to more than $12,000,000 for the total production. In 
consequence, mills would have to stop grinding, cane 
growers would receive no returns, laborers would lose 
employment, those who advanced money or credit to the 
planters would be bankrupt, and all business would be 
paralyzed. 

8. That the market price of sugar would have to be 
much higher to encourage such large increases in the de- 
velopment of Cuban sugar lands and sugar production 
as were feared by the industry of the United States. 

9. That, even under favorable price conditions, the 
production of sugar in Cuba would not in the near future 
increase very rapidly because the supply of labor was 
limited, because existing sugar mills lacked the facilities 
for grinding much larger crops and there was no capital 
for new factories, and because there was not the vast 
amount of good sugar land available for production as 
was supposed. 

10. That, even though labor in Cuba was then fully 
employed at good wages, distress in the island was im- 
minent because the planters were producing sugar at a loss 
and their credit was, as a rule, absolutely exhausted; if 
disaster should strike the sugar producers, three-fourths 





rs the Cuban people would, directly or indirectly, be af- 
ected. 


11. That, compared with products of other countries, 
Cuban sugar and tobacco were subject, under the Dingley 
Tariff Act, to particularly heavy duties, and that such 
treatment at the hands of the p and powerful 
guardian nation was ill-deserved by the struggling ward. 

12. That when Cuba accepted the Platt amendment as 
a part of her constitution, she had the assurance of Presi- 
dent McKinley that all of his influence would be used to 
secure tariff concessions for Cuban products. 

13. That the Platt amendment was generally under- 
stood in Cuba as imposing upon her duties and obliga- 
tions which prevented the making of advantageous treaties 
with any other country but the United States. 

14. That Cuba, having become “essentially a part of the 
American system” in the interest of the United States, 
was entitled to have her interests considered “from that 
point of view alone.” 

15. That one of two things must be conceded, either 
to release Cuba from the speciai obligations and let her 
help herself, or to continue the close relations and grant 
the needed assistance. 

16. That the failure to obtain duty reductions in the 
United States would lead to diastrous industrial condi- 
tions in Cuba, which, with the consequent discontent 
among the laboring classes, would strengthen the annexa- 
tion movement. That the failure of Spain to grant assis- 
tance to Cuba’s industries had been the principal cause 
of the Cuban revolutions. 

17. That it would in the end prove better for the sugar 
industry of the United States to support a moderate duty 
reduction on Cuban sugar than to take the almost certain 
risk of annexation and the possibility of unlimited com- 
petition. 

18. That the Cuban sugar industry should be regarded 
“not as an enemy but as an ally of the domestic industry” 
that would save both from complete destruction at the 
hands of European competitors. For the removal of a 
part of the duty on Cuban sugar would eliminate the 
European product “from the whole proposition.” 

19. That in view of the limited development of the 
domestic industry, the future supply of sugar for the 
United States should be secured by encouraging the de- 
velopment of the Cuban industry. 

20. That the contemplated exemption or reduction for 
Cuban sugar would not interfere with the prosperity of 
the American sugar industry because the price of sugar 
in the American market would not be influenced by the 
reduction of duty affecting only a portion of total im- 
ports, both the American and the Cuban industries had 
ample room for expansion, and the American sugar in- 
dustry would continue to have the support of the full 
tariff rate upon imports from the principal competing 
country. 

21. That the benefit of the reduction, judging from the 
experience of Hawaii and Porto Rico, would to the 
Cuban planters and not to the Sugar Trust. t the 
Cuban request for free raw sugar had not at all been in- 
fluenced by the refiners of the United States but was 
made because Cuba produced only raw sugar. 

22. That the growers of sugar-cane in Cuba would 
benefit from the duty reduction because were paid 
according to the price of sugar at the time cane was 
delivered. 


Continued on page 152 
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Cuban Reciprocity Cont’d 


portance was recognized and that, if the established tariff 
rates were left unchanged for not less than 8 or 10 years, 
production of beet sugar in the United States would so 
develop that the industry could “stand alone without pro- 
tection.” 

4. That it was desirable to reduce the importation of 
sugar into the United States and to foster the home pro- 
duction of this necessary article of consumption. 

5. That, to do so, the American farmer needed “con- 
tinued protection against tropical competition,” this be- 
ing the first instance of a direct benefit for agriculture 
derived from the tariff. 


6. That sugar-beet raising, particularly adaptable to the 
Western States, was a roftable money crop for farmers 
and of value for crop diversification and rotation. 

7. That the development of the sugar-beet and beet- 
sugar industry would give employment to many people 
and would bring about a corresponding increase in sales 
of agricultural implements, machinery, and factory sup- 
plies. ‘ 

8. That the beet-sugar producers of the United States 
were suffering from low world prices just as much as the 
Cubans, and in addition, had been facing ruinous price 
cuttings on the part of the “refining trust” in the Missouri 
River territory. 

9. That the sugar producers of the world were passing 
through a temporary crisis, relief from which should be 
left to the operation of economic laws and not be at- 
tempted by upsetting the established economic policy of 
the United States. 

10. That the low world price of sugar was due largely 
to overproduction resulting from the application of the 
direct and indirect bounty systems of Europe and that, 
as long as these bounties continued, no reduction in duty 
would be able to establish a legitimate price for raw 


_ ll. That it would not be possible to make a reduction 
in duty on Cuban sugar that would benefit the Cuban 
people and still not injure United States producers of beet 
and cane sugar. : 
12. That any reduction in the duty on Cuban sugar 
would be an interference with the existing protection of 
the sugar. industry of the T'nited States, would deprive 
investors of the incentive for its further development, 
driving capital to the Cuban industry. This undue favor 
would artifically stimulate the production of sugar in 
Cuba to the point of supplying what the United States 


would use, bringing down costs of production to where _ 


beet sugar could not compete. 

13. That this undue stimulus to its sugar industry 
would hinder Cuba from seeking new fields of enterprise 
and development. 
ate hyd pan sentiment in the vane States had been 

stort “trust’s” propaganda of misrepresenti 
conditions qn Cuba; that the Sens of distress in Cube 
had been grossly exaggerated and were in many respects 


actually fraudulent, the demand for labor at good wages 
exceeding the supply. 

15. That the distress in Cuba was at most “theoretical,” 
based upon the fear of marketing the current crop at a 
loss or without profit, which would discourage.capital for 
the next crop and make it difficult for labor to find em- 
ployment. 

16. That the United States was the principal market 
for Cuba’s sugar, but under no moral obligations to guar- 
antee her planters remunerative prices not warranted by 
world price conditions and at the expense of the home 
industry. 

17. That the Platt amendment, instead of.imposing an 
obligation upon the United States, placed. Cuba under 
additional obligations to the United States, which had 
already done enough for the island. 

18. That Cuba could produce all the sugar the United 
States required and more cheaply than any other part of 
the world. 

19. That the Cuban sugar industry had recuperated 
remarkably from the ravages of war and was already 
more profitable than the domestic industry, the produc- 
tion costs for Cuban sugar avers about 2 cents per 
pound compared with an average of 3% or 4 cents a 
pound for producing beet or cane sugar in the United 
States. 

20. That should thoroughly investigate con- 
ditions in Cuba and, if found necessary, relief out 
of the National Treasury (in the form of rebates to be 
distributed by the Government of Cuba) instead of sad- 
dling the sacrifice on the domestic producers of sugar and 
tobacco. . 

21. That, if any industries were to be taxed to give aid 
to Cuba, it should be those which were expected to benefit 
under reciprocity, the producers of goods exported to 
Cuba and the speculators and capitalists with investments 
in Cuba. 

22. That, in any event, the benefit of a reduction in 
duty on Cuban sugar would accrue to the “reiining trust,” 
the large buyer practically in control of the raw-sugar 
market, with power to depress prices and to refuse the 
product of Cuban producers, or play one against another, 
until its demands would be acceded to. 

23. That, similarly, the “trust” had secured a benefit 
from the operation of the countervailing duties (imposed 
by the United States on imports of beet sugar to offset 
Eur export bounties) which should have enabled 
the Cuban producers to obtain a higher price for their 
cane sugar. 

24. That the “trust,” by importing Cuban raw sugar 
with duty reduction, would secure greater profits on its 
refined product and thus be enabled to extend its price 
cuttings against beet-sugar factories, ultimately “wiping 
out” every factory in the United States. Any losses in- 
curred by the “trust” would be recouped when its com- 
petitors were killed off. 

25. That the price of refined sugar to the consumer of 
the United States would not be lowered by the admission 
of Cuban sugar free or by a reduction in duty, but would 
be maintained by the “trust” at the Hamburg level, plus 
the full duty, except when and where it would suit the 
refiners to put down the price in order to inflict losses on 
the beet-sugar producers. 


26. That under the proposed reciprocity Cuba would 
Continued om page 152 

























































































































































































































































































Cuban Reciprocity Cont'd 


23. That the Cuban producers would get the benefit 


from the duty reduction on sugar as long as they did . 


not produce enough sugar to supply the import require- 
ments of the United States market. But that as Cuban 
production increased from year to’ year the consumers of 
the United States would get the benefit of part of the con- 
cession. 


24. That temporarily, perhaps, Cuban producers would 
lose the benefit of the reduction if a large amount of 
sugar were held back in Cuba until the legislation were 
passed and then thrown on the market. 


25. That the refiners undertook to maintain a margin 
of about 1 cent a pound for refining regardless of the 
price they paid for raw sugar and of the duty, if any, 
which was paid by the seller before withdrawal from cus- 
toms warehouse. 


26. That the beet-sugar factories of the United States, 
producing granulated sugar, had the support of the tariff 
rates on raw and of the differential on refined sugar. 


27. That the United States could without harm to its 


own industry consume the limited output of Cuban 
tobacco. 


28. That one-half of the previous tobacco crop of Cuba 
had not yet been sold, bécause the high rates of duty of 
the United States tariff allowed importation “only at 
ruinous prices.” 


29. That duty reductions should be granted to all prod- 
ucts of Cuba, encouraging the small farmers to raise 
fruits and vegetables for the winter markets of the United 
States. 


30. That the reductions to Cuba would not have to be 
generalized under the most-favored-nation clause in the 
treaties of the United States. 


31. That, owing to the difficulties of its sugar industry, 
Cuba could not purchase American products on a large 
scale, and exporters of the United States were alarmed 
over the loss of the Cuban market. 


32. That the impending financial and economic disaster 
in the island would further injure the United States ex- 
port trade to Cuba, resulting in a corresponding loss of 
freight to ship owners. 


33. That, however, a prosperous sugar industry in 
Cuba would mean greatly increased exports of sugar 
plantation and factory equipment and supplies. 


34. That the support of United States manufacturers 
and exporters for tariff concessions in favor of Cuba was 
conditioned on the establishment of “absolutely re- 
ciprocal” commercial relations and based on the prospects 
of securing Cuban markets for A-nerican goods. 


35. That the United States, given the proper preferen- 
tial reductions in Cuba, would find there an attractive out- 
let for American products and would obtain practically 
the entire Cuban trade in many lines still controlled by 
Europe, especially as the reductions would necessarily be 
accompanied by an upward revision of the Cuban tariff. 
—Extracts, see 6, p. 160. 
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be placed in the same relative position to the markets of 
the United States as Hawaii without restrictions as to 
immigrant labor. 

27. That importation of Cuban sugar free of duty 
would be in violation of the tariff act of 1897, and that 
the reciprocity provision of that act had already expired. 
(Sec. 4 limited the negotiation of reciprocity treaties 
under it to a period of two years, and their operation to 
not exceeding five years, after the passage of the act and, 
by excluding “natural products of the United States,” 
chinitated sugar as a reciprocity commodity.) 

28. That the removal of the differential duty on all im- 
ports of refined sugar would help Cuba more than an 
moderate reduction in duty on Cuban raw sugar. (“Sw 
a measure,” it was stated but not explained, “would be of 
no benefit, though of no injury, to the Sugar Trust, and 
be of the least possible harm to the producers of Ameri- 
can sugar.” It was emphasized, however, that the dif- 
ferential duty, “designed as much to aid the beet-sugar 
producers as the pntecs of imported raw sugar,” had 
enabled the “trust” to sell refined sugar at cut prices in 
beet-sugar markets. The contest in the House of Repre- 
sentatives over the differential, which culminated in the 
Morris amendment, is discussed on p. 409 and following.) 

29. That Hawaii was paying more for the things it 
consumed by buying in the protected market of the main- 
land and therefore expected full protection on its sugar 
crop. 

30. That Porto Rico, because its tobacco and coffee 
were practically shut out from Cuba, would have to de- 
velop its sugar industry, which, however, would be great- 
ly injured by a duty reduction on Cuban sugar imported 
into the United States. 

31. That any change in the existing tariff rates on 
Cuban tobacco and cigars would disorganize the tobacco 
industry of the United States, prove very injurious to the 
growers of domestic cigar-leaf tobacco and to the cigar 
manufacturers. 


32. That any horizontal percentage reduction in the 
rates of the tobacco schedule would be a discrimination 
against and practically wipe out the cigar industry of the 
United States because it would effect a twelve times 
— reduction on cigars as against leaf tobacco from 

uba. 


33. That it would be inequitable and against real re- 
ciprocity to grant Cuban tobacco a duty reduction in the 

nited States, the largest tobacco-growing country in the 
world, unless the rates of Cuban import duties on tobacco 
from the United States were precisely the same as the 
rates of United States duties on tobacco from Cuba. 


34. That the tobacco industry of Cuba was not in a 
state of depression and was capable of expansion at great 
profit without tariff concessions from the United States. 

35. That the reduction in duty on Cuban cigars would 
benefit chiefly the tobacco trust, which practically domi- 
nated Cuban production and which would ‘control the 
American market.—E-xtracts, see 6, p. 160. 
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The 73d Congress « 


Duration—March 4, 1933-March 4, 1935. 


In the Senate 
Membership 
Total—% 
36 Republicans 
1 Farmer-Labor 


Presiding Officer 
President: John N. Garner, D. 
Vice-President of the United States 
Floor Leaders 
Majority Leader Minority Leader 
Joseph T. Robinson, Ark., D. Charles L. McNary, Ore., R. 
Officers 
President Pro Tempore 
Key Pittman, Nev., D. 
Secretary 
Edwin A. Halsey 
Sergeant at Arms 
Chesley W. Jurney 


Chaplain 
Dr. ZeBarney Thorne Phillips, 
“DD. 


Progress Made by Major 


Legislation 


From March 24 to April 22, 1933 


Agriculture 


Ox April 22 the Emergency Agricul- 
ture Relief Bill (H. R. 3835) was before the senate as 
unfinished business. On March 16 President Roosevelt 
sent a to Congress asking for immediate con- 
sideration of this measure, which was introduced in the 
House on the same day by Representative H. P. Fulmer, 
S. C., ranking Democrat on the House Committee on 
Agriculture. Oa March 20 the bill was reported. from 
the Committee on Agricukure and.on Marci 22, wes 
passed by the House by a vote of 315 to 98. 

The main features of the bill, as passed by the House 
are as follows: 


Seeks production and consumption to re- 
establish farmers’ pre-war purchasing power, based on 
1909-1914 prices. 

Permits cotton planters to take options on Government- 
owned cotton, they agree to reduce their 1933 
production by at least 30 per cent, and arrange for sale 


« Now in Session 


First Session Covened March 9, 1933. 


In the House 


Membership 
Total—435 
117 Republicans 
5 Farmer-Labors 
1 Vacancy 
Presiding Officer 
Speaker: Henry T. Rainey, D. 
Member of the House from Illinois 
Floor Leaders 
Majority Leader Minority Leader 
Joseph W. Byrns, Tenn., D. Bertrand H. Snell, N. Y., R. 
Officers 
Clerk of the House 
Sonth Trimble, Ky. 
Sergeant at Arms 
Kenneth Romney 
Doorkeeper 
Joseph J. Sinnott 


Chaplain 
Rev. James Shera Mont- 
gomery, D. D. 


of options at a higher price expected to result from cur- 
tailed production. 

Gives Secretary of Agriculture power to provide for 
reduced acreage or production of any basic agzicultural 
commodity through agreements with producers and to 

ide for rental or benefit payments to the farmers to 
the curtailment about. 

Defines wheat, cotton, corn, hogs, cattle, sheep, rice, 
tobacco and milk as “basic agricultural commodities.” 

Fixes the payments to farmers “in such amounts as the 

deems fair and eee any 
moneys available for such 


on pre-war prices. 

Provideadas ie oct Oe ee oor 
the Eee eet agricultural emergency has 
Upon ree Soe ee 

Committee on Agriculture and Forestry, which 
ings from March 24 to April 3, and reported the bill with 
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amendments on April 5. The principal amendment was 
that offered by Senator George W. Norris, Nebr., R., 
giving the Secretary of Agriculture authority to guarantee 
to farmers the cost of production. This amendment has 
the backing of the Farmers’s Union, but was opposed at 
the committee hearings by the Secretary of Agriculture. 
On April 6 the bill was made the unfinished business of 
the Senate and debate began. Ths Norris amendment 
came to a vote in the Senate on April 13 and was adopted 
by a vote of 47 to 41. On the roll call the amendment 
was supported by 28 Democrats, 18 Republicans, nearly 
all westerners, and 1 Farmer-Labor. It was opposed by 
27 Democrats and 14 Republicans. As the DicEst goes 
to press efforts are stil! being made to attach various 
currency inflationary measures to the bill. Since the bill 
will pass the Senate in an amended form, it will prob- 
ably be sent to conference by the House. 


Banking 


Lectstation for general revision of 
the banking laws was still in suspense on April 22. Before 
the Senate Committee on Banking and Currency is the 
general bill introduced by Senator Glass, Va., D., to- 
gether with innumerable other bank reform measures. 
Most prominent on the House side is the bill by Repre- 
sentative Steagall, Ala., D., Chairman of the Committee 
on Banking and Currency, for the Federal guarantee of 
bank deposits. 

The program of the Administration for banking re- 
form is still in preparation and action by Congress on any 
of the pending measures is not expected until the Presi- 
dent has made formal announcement of his views on the 
subject. 


Currency 


Ox April 20, President Roosevelt, 
acting under the authority of the Emergency Banking 
Act, issued an executive order prohibiting the further ex- 
port of gold. Following is the full text of the order: 

By virtue of the authority vested in me by section 5 (b) 
of the act of October 6, 1917, as amended by section 2 
of the act of March 9, 1933, entitled “An act to provide 
relief in the existing national emergency in banking, and 
for other purposes,” in which amendatory act Congress 
declared that a serious emergene evists, I, Franklin D. 
Roosevelt, President of the United States of America, 
do declare that said national emergency still continues to 
exist and, pursuant to said section and by virtue of all 
other authority vested in me, do hereby issue the follow- 
ing Executive order: 

1. Until further order, the ear-markings for foreign 
account and the export of gold coin, gold bullion or 
gold certificates from the United States or any place 
subject to the jurisdiction thereof are hereby pro- 
hibited, except that the Secretary of the Treasury, in 
his discretion and subject to such regulations as he may 
prescribe, may issue licenses authorizing the export of 
gold coin and bullion (a) earmarked or held in trust 
for a recognized foreign government or foreign central 
bank or the Bank for International Settlements, (b) im- 
ported for reexport or gold in reasonable amounts for 
usual trade requirements of refiners importing gold-bear- 
ing materials under agreement to export gold, (c) ac- 


tually required for the fulfillment of any contract entered 
into prior to the date of this order, by an applicant who, 
in obedience to the executive order of April 5, 1933, has 
delivered gold coin, gold bullion or gold certificates, and 
(d) with the approval of the President for transactions 
which he may deem necessary to promote the public in- 
terest. 

2. Until further order, the Secretary of the Treasury 
is authorized through any agency that he may designate, 
to investigate, regulate, or prohibit, under such rules and 
regulations as he may prescribe, by means of licenses or 
otherwise, any transactions in foreign exchange, transfers 
of credit from any banking institution within the United 
States, or any place subject to the jurisdiction thereof to 
any foreign branch or office of such banking institution 
or to any foreign bank or banker, and the export or with- 
drawal of currency from the United States or any place 
subject to the jurisdiction of the United States by any in- 
dividual, partnership, association, or corporation within 
the United States or any place subject to the jurisdiction 
thereof; and the Secretary of the Treasury may require 
any individual, partnership, association, or corporation en- 

in any transaction referred to herein to furnish 
under oath, complete information relative thereto, includ- 
ing the production of any books of account, contracts, let- 
ters or other papers, in connection therewith in the custody 
or control of such individual, partnership, association, or 
corporation either before, or after such transaction is 
completed. 

3. The provisions relating to foreign exchange trans- 
actions contained in the Executive order of March 10, 
1933, shall remain in full force and effect except as 
amended or supplemented by this order and by regula- 
tions issued hereunder. 

4. Applicants who have gold coin, gold bullion or 
gold certificates in their possession, or who in obedience 
to the Executive order of April 5, 1933, have delivered 
gold coin, gold bullion or gold certificates shall be en- 
titled to licenses as provided in section 8 of said Execu- 
tive order for amounts not exceeding the equivalent of 
such coin, bullion or certificates held or delivered. The 
Secretary may in his discretion issue or decline to issue 
any other licenses under said Executive order, which shall 
in all other respects remain in full force and effect. 

5. Whoever wilfully violates any provision of this Ex- 
ecutive order or of any rule, regulation or license is- 
sued thereunder may be fined not more than $10,000, or, 
if a natural person, may be imprisoned for not more than 
ten years, or both; and any officer, director or agent of 
any corporation who knowingly participates in any such 
violation may be punished by a like fine, imprisonment, 
or both. 

This order may be modified or revoked at any time. 


FRANKLIN D. ROOSEVELT. 


Following the President’s announcement of the em- 
bargo on gold Senator Thomas, Okla., D., offered on 
April 20, as an amendment to the Emergency Agricul- 
tural Relief bill, then pending in the Senate, a bill, pro- 
viding for controlled inflation of the currency. 

Four points are included in the Thomas bill: (1) The 
Federal reserve banks shall conduct open market opera- 
tions to expand credit to the extent of $3,000,000,000; 
(2) If the Federal reserve banks decline to enter into 
such an arrangement or if it should é* inadequate, 
the President is authorized to issue $3,000,000,000 worth 


of Treasury notes, so-called “greenbacks,” (3) The Presi- 
dent shall be given the power to cut the gold content of 
the dollar if “through the readjustment of international 

ents” such action wu.ld stabilize exchanges; (4) 
The President shall be permitted to accept silver at a rate 
of not more than 50 cents an ounce in payment of not 
more than $100,000,000 on war debt claims. 


On April 20 Senator Robinson, Ark., D., the Demo- 
cratic leader in the Senate, issued the following formal 
statement explaining the objects of the Thomas Amend- 
ment: 


“The amendment now proposed by the senator from 
Oklahoma, Mr. Thomas, has two primary purposes: (1) 
To provide for the controlled but substantial expansion 
of credit through open market operations by Federal Re- 
serve banks in obligations of the Government or in obli- 
gations of corporations in which the Government is the 
principal stockholder, and through the purchase and hold- 
ing for an agreed time by such Federal Reserve banks 
of Treasury bills or other Government obligations in 
an aggregate amount not to exceed $3,000,000,000 


“Tf the Federal Reserve banks decline to enter into such 
arrangements, or if the transactions above referred to 
prove inadequate. Treasury notes which are to be made 
legal tender may be issued under the direction of the 
President to meet maturing Federal obligations and to 
buy United States bonds and other interest-bearing obli- 
gations of the Government, provided that there shall be 
set up a sinking fund of 4 per cent to assure the prompt 
redemption and retirement of such Treasury notes. 


“The second purpose of the amendment is to strengthen 
and support the President in negotiating arrangements 
for the stabilization of exchange through the readjust- 
ment by international agreements pertaining to the con- 
tent of the gold dollar or the use of an increased amount 
of silver by the principal commercial nations, or by both 
such methods. 


“The intent is to stabilize the price of silver around 
50 cents an ounce and to issue silver certificates and so 
to coin silver bullion into standard dollars as subsidiary 
coins sufficient in amount to redeem the certificates. It is 
contemplated that the amount of silver which may be ac- 
cepted and used in the manner stated shall be limited to 
$100,000,000, and that the authority of the President to 
accept silver for such use shall expire at the end of two 
years from the passage of the act. 


“The President is in accord with the purpose of the 
amendment. He recognizes, however, that under the Con- 
stitution only the Congress has the power to coin money 
and to regulate the value thereof, and is desirous that the 
provision relating to the contents of the gold dollar shall 
be made to conform to the fundamental law by such limi- 
tations and definitions upon his authority as may be neces- 


“With respect to the open market operations of Federal 
Reserve Banks and their purchase and sale of Federal 
securities, it is recognized nit transactions of this char- 
acter were carried on prior to the beginning of the t 
administration and that some yer ae ave. 
ability for such transatcions, but it is believed they will 
prove quite advantageous under prevailing conditions. 

_ “This amendment relates to very important subjects and 
is expected to receive such consideration before final action 
as may be necessary to sound and wholesome decision. At 
the same time, it is hoped it will not delay the <‘sposition 


of the pending bill (the farm bill): for any very great 
length of time.” : 

On April 21 Senators Reed, Pa., R., Walcot, Conn., R., 
and Representatives Snell, N. Y,, R., and Luce, Mass., 
R., issued on behalf of the Republicans of the Senate and 
House, the following statement opposing the Thomas 
amendment : 

“The administration inflation bill violates the most ele- 
mentary principles of sound monetary, credit and financial 

licies. It is better designed to defeat than to promote 

usiness recovery. 

“It is said that the bill is necessary in order to avoid 
more radical legislation. What could be more radical 
than authority to issue printing press money and to give 
one individual, in direct violation of the Constitution, the 
power to alter at will the value of the medium through 
which all business transactions are conducted and the 
terms of all monetary obligations and the value of all 
property expressed ? 

“While there are grave objections to the domination of 
the Federal Reserve System by the Treasury and it is 
hard to defend the unsound practice of the Government’s 
borrowing directly from the central banks, yet in spite 
of these objections and the doubts which we entertain as 
to the efficacy of the remedy in view of the existing 
emergency and the recognized need for an advance in all 
compodity prices, we would be willing to support some 
sucilfprovision as section one for the expansion of credit 
by means of open market operations, even through direct 
purchases from the Treasury by Federal Reserve banks, 
providing discretion as to the amounts to be purchased 
up to the maximum provided were given the Secr 
of the Treasury and the Federal Reserve officials, instead 
of the provision as it now stands which authorizes and 
practically compels the purchase of three billion dollars of 
Government securities, irrespective of the credit or bank- 
ing situation. 

“The second section authorizes resort to the printing 
press and the issuance of fiat currency. It is not simply an 
alternative proposal to section 1, but may be supplemen- 
tal. That is in addition to the $3,000,000,000 ot bond- 
secured currency provided for by section 1, section 2 
authorizes the issuance of $3,000,000,000 of notes with 
no reserve or security of any kind back of them—undis- 
guised printing press or “say-so” money. In other words, 
the two sections combined mean $6,000,000,000 additional 
currency, half secured by paper and half just paper. This 
would represent a doubling of our y ‘swollen circu- 
lation. It is inflation on a grand scale. If it does not 
produce the ex results the Government, having con- 
ceded the principle, will be forced to increase the dose. 

“Tf it does take and prices rise because of loss of con- 
fidence in the value of the country’s currency, then the 
Government oe well find, as did those of Germany and 
France, that inflation, once started, feeds upon itself and 
soon gets completely out of control. 

“This bill may well constitute the first step on the road 
to ruin which the German people took under compulsion, 
but upon which it is proposed we now voluntarily embark. 

“Let there be no misgiving as to those who bear the loss. 
Not the well-to-do with funds invested in common stocks,, 
who are in any event best able to take care of themselves, 
but the wage earner who sees the cost of living fast 
outpace a lagging wage, the salaried classes and those 
with fixed incomes, the aged recipien’s of pensions and 
annuities, the savings bank depositors, the holders of one 













































































































































hundred twenty-two millions of insurance policies, the 
small investors with their life savings invested in one or 
two sound bonds, and last, but not least, the farmer. 
German farmers today are heavily in debt and pay higher 
interest rates than before the great inflation. 

“Tt may be urged that the President will not exercise the 
authority granted. Then why does he ask for it. And 
surely those who are powerful enough to force him to 
agree to this legislation will be strong enough to compel 
him to make it effective. 

“The third section would authorize the President in his 
discretion to fix the number of grains in the gold dollar 
but at not less than 50 per cent of the present stendard. 
This is unconstitutional. Section 8 of the Constitution 
vests in the Congress the “power to coin money, regulate 
the value thereof, and of foreign coin and fix the standard 
of weights and measures.” 

“But aside from the constitutional feature it is unthink- 
able that there should be vested in any individual the 
arbitrary power to alter at will the value of money which 
so directly and vitally affects all human relationships, 
obligations, activities, rights and property. 

“To those who look upon the devaluation of the dollar 
as a means of raising the domestic price level this action 
will in our judgment prove disappointing. It will acceler- 
ate the world competition in currency depreciation and 
further depress world prices and markets to the detriment 
of our agricultural producers. It will only indirectly and 
as a long-time process result in an increase of domestic 
prices. 

“The second and third sections of the bill destroy what- 
ever chance of success the first may hold. The Secretary 
of the Treasury has explained that the effect of the first 
proposal would be to create large excess reserves in the 
banks which seeking employment would expand credit and 
foster a business and price increase. But the key to a 
business revival is cheap long-term money which will en- 
courage the revival of heavy industries and the purchase 
of capital goods. But who can afford to lend on time 
with the threat of inflation, dilution of the currency and 
the arbitrary decrease of the value of money staring him 
in the face? Who can afford to contract to build or to 
make any long-term commitment when the entire price, 
wage, and monetary structure may be altered at will by 
one individual before the contract falls due? These 
threats, this uncertainty, mean not business stimulation 
but stagnation and the complete elimination of a capital 
market. Prices may rise but they will rise as a result of 
fear, not of confidence, and no permanent prosperity can 
be erected on any such base. 


“Tt seems unnecessary to emphasize that these proposals 
may involve the partial repudiation by the Government of 
its obligations and the impairment of countless contracts 
affecting immense sums payable in gold of the existing 
standard of value—contracts made by our States, our 
municipalities, innumerable corporations and individuals 
and millions of purchasers in good faith of their securities 
and obligations.” 


On April 22 the Emergency Agriculture Relief bill, 
with the Thomas amendment, was still before the Senate. 


Farm Mortgages 


On April 3 the President sent to Con- 
gress the following message asking for legislation for the 
refinancing of rural debts and mortgages: 











To the Congress: 


As an integral part of the broad plan to end the forced 
liquidation of property, to increase purchasing power and 
to broaden the credit structure for the benefit of both the 
producing and consuming elements in our population, I 
ask the Congress for specific legislation relating to the 
mortgages and other forms of indebtedness of the farmers 
of the Nation. That many thousands of farmers in all 
parts of the country are unable to meet indebtedness in- 
curred when their crop prices had a very different money 
value is well known to all of you. The legislation now 
pending, which seeks to raise agricultural commodity 
prices, is a definite step to enable farm debtors to pay their 
indebtedness in commodity terms more closely approxi- 
mating those in which the indebtedness was incurred. But 
that is not enough. 


In addition the Federal Government should provide for 
the refinancing of mortgage and other indebtedness so as 
to accomplish a more equitable readjustment of the prin- 
cipal of the debt, a reduction of interest rates, which in 
many instances are so unconscionably high as to be con- 
trary to a sound public policy, and, by a temporary read- 
justment of amortization, to give sufficient time to farmers 
to restore to them the hope of ultimate free ownership 
of their own land. I seek an end to the threatened loss of 
homes and productive capacity now faced by hundreds of 
thousands of American farm families. 

The legislation I suggest will not impose a heavy bur- 
den upon the National Treasury. It will instead provide 
a means by which, through existing agencies of the Gov- 
ernment, the farm owners of the Nation will be enabled 
to refinance themselves on reasonable terms, lighten their 
harassing burdens and give them a fair opportunity to 
return to sound conditions. 

I shall presently ask for additional legislation as a part 
of the broad program, extending this wholesome principle 
to the small.home owners of the Nation, likewise faced 
with this threat. 


Also, I shall ask the Congress for legislation enabling 
us to initiate practical reciprocal tariff agreements to 
break through trade barriers and establish foreign mar- 
kets for farm and industrial products. 


FRANKLIN D. ROOSEVELT. 


Two identical bills covering farm mortgages were pend- 
ing in Congress, H. R. 4795, by Representative Jones, 
Tex., D., Chairman of the House Committee on Agricul- 
ture, and S. 1110, by Senator Robinson, Ark., D. The 
Jones bill was taken up in the House on April 11 and 
passed on April 13 by a vote of 387 to 12, after efforts to 
add currency inflation amendments had been defeated. 

In the Senate the farm mortgage bill is being held until 
the Emergency Agricultural bill is disposed of. 

Following are the provisions of the Jones bill, as passed 
by the House: 

Authorizes Federal land banks to issue bonds at interest 
rate not to exceed four per cent, the interest of which is 
guaranteed by the United States. Maximum amount to 
be two billion dollars. Proceeds to be used to make new 
mortgages or refinance existing mortgages. 


In order to reduce and refinance existing farm mort- 
gages, Federal land banks are authorized to exchange 
bonds for or to buy outstanding farm mortgages on best 
terms possible, passing savings in principal and interest 
on to farmer borrowers. 

Maximum interest rate to borrowers on old and new 


Federal land bank mortgages not to exceed four and 
one-half per cent for five-year period. Appropriation of 
$50,000,000 to be used to compensate the Federal land 
banks for loss in interest during first year. 


Neither old nor new borrowers from Federal land 
banks required to pay installments on principal of mort- 
gages for five-year period. 

Authorizes Federal land banks to grant over a period 
of 5 years necessary extensions of payments to deserving 
old and new borrowers. Such extensions to be financed 
by loans from the United States. An appropriation of 
$50,000,000 authorized for this purpose for ensuing fiscal 
year. 

Raises maximum limit of Federal land bank mortgage 
loans from $25,000 to $50,000 on approval of Farm Loan 
Commissioner. 

Authorizes Federal land banks to make direct loans to 
farmer-borrowers where no local farm loan associations 
are available on condition that farmer agrees to join such 
association when there are enough borrowers in the com- 
munity to establish one. Interest rate on direct loans to 
be one-half per cent higher than on loans through local 
associations but rate to be reduced when borrower joins 
local. 

Authorizes receivers for joint stock land banks to bor- 
row from the Reconstruction Finance Corporation on se- 
curity of receivers’ certificates in order to pay taxes on 
real estate. 

Prohibits joint stock land banks from issuing tax 
exempt bonds or making new farm loans except in con- 
nection with refinancing of existing loans. 


Authorizes R. F. C. to loan up to $100,000,000 to joint 
stock land banks at four per cent on security of first 
mortgages, provided: Joint stock land bank reduces in- 
terest rate on mortgages to five per cent per annum; 
Agrees not to foreclose on mortgage for two-year pe- 
riod except in unavoidable circumstances. 


These provisions are designed to make it possible for 
joint stock land banks to liquidate their affairs in an or- 
derly manner, giving consideration to farmer-borrowers 
and to security holders. 

Allocates $200,000,000 of R. F. C. funds for loans 
through the Farm Loan Commissioner for the following 
purposes: To enable farmer to redeem and/or repurchase 
farm property lost through foreclosure; to reduce and 
refinance junior obligations; to provide working capital. 

Those loans are to be under the supervision of the Farm 
Loan Commissioner using the machinery of the Federal 
land banks. Loans to be made direct to farmers. No 
loan in excess of $5,000. Total of first and second mort- 
gage, if any, not to exceed seventy-five per cent of normal 
value of farm and farm property. Repayment in ten 
equal annual installments, plus interest at five per cent, 
tut no payment on principal required for first three years. 

The principal purpose of these loans is to enable farm- 
ers to buy back foreclosed farms and to make small, rea- 
sonably safe, second mortgages to refinance junior liens 
and unsecured debts on a scale-down sufficiently drastic 
to permit good farmers to pay out. 


Authorizes R. F. C. to make loans not to exceed $50,- 
000,000 to drainage, levee, irrigation and similar districts 
to reduce and refinance indebtedness. Loans for period 
not exceeding forty years to be secured by bonds issued 
by borrower which are lien on real property or on the 
assessement of benefits. Such loans to be made only on 


condition that the borrower shall reduce the indebtedness 
of the users of such project in amounts corresponding to 
reduction of its debt. No loan to be made until after 
appraisal has been made of the property, taking into 
consideration average market price of bonds over six- 
months period ending March 1, 1933, and the economic 
soundness of the project. 


Five Day Week 


Ox April 7 the Senate, by a vote of 
53 to 30, passed the bill introduced by Senator Black, 
Ala., D., (S. 158), providing for a five-day work week 
of six hours work per day. 

As finally passed, with a number of exemptions added 
by amendments adopted on the floor of the Senate, the 
bill would bar from interstate commerce under penalty 
of a fine of $200 or three months’ imprisonment, or both, 
any article “produced or manufactured in any mine, quar- 
ry, mill, cannery, workshop, factory or manufacturing 
establishment situated in the United States, in which any 
person was employed to work more than five days in any 
week or more than six hours in any day.” 

The Secretary of Labor would be given discretionary 
power to exempt any industries where “special conditions” 
made it impossible to adopt the drastically reduced work 
week. 

It would not affect farms or railroads. 


In the House the bill was referred to the Committee on 
Labor. On April 17 Miss Frances Perkins, Secretary of 
Labor, laid before the House Committee, as an amendment 
to the Black bill, a plan for the creation of a Federal 
agency for the control of industry. 

The proposal of Secretary Perkins is considered one 
of the most farreaching proposals so far advanced by the 
Roosevelt Administration. 

In her discussion of the Black bill with members of the 
House Committee on Labor, she made the following 
points: that the bill, as passed by the Senate contained 
specific exemptions of certain industries and gave the 
Secretary of Labor discretionary powers to make further 
exemptions, which, she felt would not only impose too 
heavy a task upon the Secretary of Labor but also placed 
too much power in the hands of one official; that no spe- 
cific technique for enforcement was provided and that a 
minimum wage was not provided for. 

Secretary Perkins made the following suggestions to 
the House Committee Members: 

A provision for variation of hours between 30 and 40 
a week in cases of extraordinary need not to exceed 
10 weeks in any one year, thus providing flexibility as a 
right and not a privilege to be granted by the Secretary of 
Labor. 

The creation of a board (unpaid) representing the Gov- 
ernment, employers and employees, to pass on variations 
from the 30 hour week. 

This plan of enforcement, Secretary Perkins stated, 
would be in line with labor laws which are common to 
many industrial states which require industries to keep 
records, time sheets, payrolls, etc., in a specified form for 
the information of the designated state officials. 

A provision for a minimum wage scale to be adminis- 
tered by boards consisting of representatives of the Fed- 
eral Government, employers and employees. A provision 
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giving the Secretary of Labor power to specify a limita- 
tion of the total hours of operation of a plant, “when, by 
reason of excessive long periods of operation a plant is 
causing extraordinary hardship to other plants in the 
same industry and consequent substantial injury to the 
general welfare.” 

Secretary Perkins described this proposal as not giving 
the Secretary of Labor power of real regulation of pro- 
duction, or limitation of the total amount of production, 
but only the power to limit the total number of hours of 
operation when excessively long operation is throwing the 
balance within the industry out of scale. 

The House Committee on Labor began public hearings 
on the bill on April 25. 


Home Mortgages 


Orn April 13 the President sent to 
Congress the following message asking for legislation for 
the refinancing of home mortgages: 
To the Congress: 


As a further and urgently necessary step in the program 
to promote economic recovery, I ask the Congress for 
legislation to protect small home owners from foreclosure 
and to relieve them of a portion of the burden of exces- 
sive interest and principal payments incurred during the 
period of higher values and higher earning power. 

Implicit in the legislation which I am suggesting to 
you, is a declaration of national policy. This policy is 
that the broad interests of the Nation require that special 
safeguards should be thrown around home ownership as 
a guaranty of social and economic stability, and that to 
protect home owners from inequitable enforced liquida- 
tion, in a time of general distress, is a proper concern of 
the Government. 


The legislation I propose follows the general lines of 
the farm mortgage refinancing bill. The terms are such 
as to impose the least possible charge upon the national 
Treasury consistent with the objects sought. It provides 
machinery through which existing mortgage debts on small 
homes may be adjusted to a sound basis of values without 
injustice to investors, at substantially lower interest rates 
and with provision for postponing both interest and prin- 
cipal payments in cases of extreme need. The resources 
to be made available through a bond issue to be guaran- 
teed as to interest only by the Treasury, will, it is thought, 
be sufficient to meet the needs of those to whom other 
methods of financing are not available. At the same time 
the plan of settlement will provide a standard which should 
put an end to present uncertain and chaotic conditions 
that create fear and despair among both home owners and 
investors. 


Legislation of this character is a subject that demands 
our most earnest, thoughtful and prompt consideration. 
FRANKLIN D. ROOSEVELT. 
Immediately following the receipt of the message at 
the Capitol bills were introduced in both houses of Con- 
gress to carry out the President’s wishes. Senator Robin- 
son, Ark., D., introduced S. 1317, which was referred to 
the Committee on Banking and Currency. Representative 
Steagall, Ala., D., introduced H. R. 4980, which was 
referred to the Committee on Banking and Currency. 
Under the emergency provisions of the bill a Govern- 
ment corporation would be set up with a capitalization of 


$200,000,000 and power to issue $2,000,000,000 in bonds 
for refinancing home debts. 

Tax exempt, and bearing a Government guarantee of 
interest at 4 per cent, the bonds would be exchanged for 
mortgages at higher interest rates. The debtor would 
repay the corporation at 5 per cent over a fifteen-year 
period. 

The cther section of the bill would create a permanent 
system of Federal savings and loan associations in com- 
munities which are inadequately served with such facilities. 
to provide a place where citizens could place their savings 
and finance their homes. 

The Government would subscribe up to $100,000 to 
capitalize each association, provided an equal amount was 
raised from other stockholders. 


Investment Securities 


On March 29 President Roosevelt 
sent to Congress the following message asking for the 
passage of legislation for Federal supervision of the 
traffic in securities : 


To the Congress: 


I recommend to the Congress legislation for Federal 
supervision of traffic in investment securities in interstate 
commerce. 


In spite of many State statutes the public in the past 
has sustained severe losses through practices neither 
ethical nor honest on the part of many persons and cor- 
porations selling securities. 

Of course, the Federal Government cannot and should 
not take any action which might be construed as approving 
or guaranteeing that newly issued securities are sound in 
the sense that their value will be maintained or that the 
properties which they represent will earn profit. 

There is, however, an obligation upon us to insist that 
every issue of new sécurities to be sold in interstate com- 
merce shall be accompanied by full publicity and informa- 
tion, and that no essentially important element attending 
the issue shall be concealed from the buying public. 

This proposal adds to the ancient rule of caveat emptor 
the further doctrine “let the seller also beware.” 

It puts the burden of telling the whole truth on the 
seller. It should give impetus to honest dealing in securi- 
ties and thereby bring back public confidence. 

The purpose of the legislation I suggest is to protect 
the public with the least possible interference to honest 
business. 

This is but one step in our broad purpose of protecting 
investors and depositors. 

It should be followed by legislation relating to the better 
supervision of the purchase and sale of all property dealt 
in on exchanges, and by legislation to correct unethical 
and unsafe practices on the part of officers and directors 
of banks and other corporations. 

What we seek is a return to a clearer understanding of 
the ancient truth that those who manage banks, corpora- 
tions and other agencies handling or using other peoples’ 
money are trustees acting for others. 


FRANKLIN D. ROOSEVELT. 


Drafts of a bill for the purposes outlined in the Presi- 
dent’s message were prepared by Huston Thompson, who 








was a member of the Federal Trade Commission under 
the Wilson Administration and who was the original 
author of the plan. Identical bills were introduced in the 
Senate by Senator Robinson, Ark., D. (S. 875), and in 
the House by Representative Rayburn, Tex. D. (H. R. 
4314). 

On March 30 hearings on the bill began before the 
House Committee on Interstate and Foreign Commerce. 
On March 31 hearings began before the Senate Commit- 
tee on Banking and Currency. In both instances Mr, 
Thompson appeared and described his bill. 

The principal provisions of the bill as originally intro- 
duced are as follows: 

Forbids sale or advertisement of securities until all 
pertinent information has been filed with the Federal 
Trade Commission. 

Promoters of security sales shall sign all statements 
made to the commission concerning domestic issues. As 
to foreign issues, those underwriting the sales in this 
country would sign. 

Commission would charge fee of 1-100 of 1 per cent 
of value of securities for registration. 

Empowers commission to revoke registration of do- 
mestic securities on grounds of insolvency, violation of 
the act, previous or present engagement in fraudulent 
transactions and fraudulent representations in advertising. 

In the event that the commission revokes an issue, the 
order would be subject to review by the Court of Appeals 
of the District of Columbia. 


Makes signers of statements to commission jointly 
liable to purchasers for damages in event misrepresenta- 
tions are found. 

Exempts Federal and State securities, judicial sales and 
isolated transactions by individuals. 

Commission could request Attorney General to prose- 
cute for fraud in connection with any interstate offer or 
sale, including Government and State issues. 

Makes it a Federal offense punishable by $5,000 fine or 
five years in prison for violation of act. 

Various revisions of the bill are being made in commit- 
tee as the details of the legislation are being worked out 
and the final form of the bill has not yet been agreed 
upon. 


Reforestation 


Ox March 31 the President signed 
the bill (Public Law No. 5) authorizing him to use funds 
already appropriated for public works for forestry em- 

loyment as outlined in his message to Congress on March 

1. The operations under this Act are now going for- 
ward.under the Departments of War, Interior, Agriculture 
and Labor. 


Unemployment Relief 
(Federal Aid to States) 


Ow April 21 the House passed, by a 
vote of 331 to 42, H. R. 4606, by Representative Lewis, 
Md., D., to make available the sum of $500,000,000 out 
of the funds of the Reconstruction Finance Corporation 
for direct aid to the states for unemployment relief. 
The Lewis bill is identical with S. 812, by Senator Wag- 








ner, N. Y., D., and known as the Wagner-Costigan-La- 
Follette relief bill, which passed the Senate on March 29. 
In the House a question arose as to the right of the Sen- 
ate to originate the legislation, and rather than face a 
possible delay on that account, the House considered the 
Lewis bill. This means that the Lewis bill will have to 
be passed by the Senate or sent to conference. 

The following description of the provisions of the bill 
was given in the majority report on the bill of the House 
Committee on Banking and Currency: 

“The first provision is for $250,000,000 to match all 
State and local relief expenditures from public moneys in 
the proportion of one-third Federal funds. These match- 
ing grants will be made quarterly beginning with the pres- 
ent quarter and will be based on relief expenditures from 
all public moneys within the States for the preceding quar- 
ter. This grant-in-aid method has been found in the past 
the best means of furnishing Federal funds to States and 
at the same time not drying up but stimulating State ap- 
propriations. This is important both for preserving State 
responsibility and also because the combined funds of lo- 
calities, States, and Nation are barely sufficient to mest 
the human need. 

“The bill also provides a discretionary fund of $250,- 
000,000 from which grants to States will be made when 
the combination of Federal, State, and local funds proves 
inadequate. This is a safety fund to make sure that insuf- 
ficient State resources do not result in human suffering. 

“Both matching and discretionary funds are placed un- 
der the sole jurisdiction of a Federal Relief Administra- 
tion to be appointed by the President with the advice and 
consent of the Senate. The Administrator is given such 
powers as are necessary to protect the national interests 
and secure economy in the disbursing of so large a fund 
as $500,000,000. Yet less than one-tenth of 1 per cent, 
$350,000, is provided for the entire expenses of adminis- 
tration. Application for funds and reports on State re- 
lief expenditures are to be made in the form prescribed 
by the Administrator. Dealings with the States are to be 
through the governors. 

“The fund is to be raised through the issue of obliga- 
tions of the Reconstruction Finance Corporation. The 
Reconstruction Finance Corporation has no other function 
in connection with the fund except to transmit to govern- 
ors the amounts certified by the Relief Administrator. 
The loan feature of the 1932 Emergency Relief and Re- 
construction Act is abandoned as less practicable in elicit- 
ing State resources than the grant-in-aid or matching 
principle of this bill, The Reconstruction Finance Cor- 
poration as an administrative agency for relief is aban- 
doned because a financial and loan agency is not consid- 
ered as well fitted for a humanitarian function as a special 
administrator experienced and specializing in relief 
funds.” 


Muscle Shoals 


Ox April 21 the House began con- 
sideration of H. R. 5081, by Representative Hill, Ala., D., 
for the operation of the Muscle Shoals Alabama Power 
project. On April 5 the Senate bill, S. 1272, by Senator 
Norris, Nebr., R., was reported to the Senate. 

The Hill and Norris bills differ on one or two important 
points and a controversy between the two houses is ex- 
pected, after the Hill bill is passed by the House and is 
taken up in the Senate. 
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dition, to all nations entitled to most-favored-nation treat- 
ment, the benefit of concessions made to any. Thus the 
use of the unconditional form of the most-favored-nation 
clause, together with the application of the unconditional 
interpretation, became the common European practice. 
Notwithstanding later changes in their commercial policies 
and tariff systems, European States have found it: still 
convenient to generalize the concessions which they make, 
and such being the case, their most-favored-nation prac- 
tice has remained, and is, “unconditional.” 

Many of these States now devise the rates in their 
statutory tariff schedules with distinct and particular 
reference to bargaining possibilities ; they expect to make 
reductions, on the basis of concession for concession, by 
negotiation with other States individually, and then to 
extend the benefit of all their reductions, generalizing 
them, to all the States with which they have most-favored- 
nation agreements. 

These practices the United States has not adopted. 
Throughout the tariff history of the United States there 
has been an unbroken line of tariff laws in which it has 
been the uniform practice, except for the slight deviation 
in 1909, to employ a single list of fixed duties intended 
for general application to imports from all countries alike. 
It has not been the policy of the United States to modify 
its schedule of duties by granting concessions to various 
nations with the intention that all the concessions shall be 
grouped into a supplementary tariff schedule and be ex- 
tended to all. 

As a result of the continuity of its tariff policy in this 
respect, the commercial treaty pledges to which the United 
States has subscribed exhibit less variation in intent and 


1—Statement of Official Duties, U. S. Tariff Commission, 
September 30, 1930. 


2—Reciprocity and Commercial Treaties, U. S. Tariff Commis- 
sion, 1919. 


3—Summary of U. S. Trade with World in 1932. Economic 
Research Division, Bureau of For. and Dom. Com., U. S. 


They will be restored in the June number. 


menth’s number, will be answered direct by letter. 


Commercial Treaties 


Continued from page 136 
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the amount of space required to cover them, the Digest has been forced to leave out of 


In the meantime a number of important questions received from subscribers, due to be answered in this 


wording than appears in European treaties. There has 
been a continuity in the American conception and con- 
struction of these pledges, particularly of the most-fa- 
vored-nation clause, which has not been paralleled in the 
course of the European conception and interpretation. 


While the United States has not practiced the type of 
commercial treaty bargaining now prevalent in Europe, it 
has, however, had no little experience with tariff treaties 
in the po of “reciprocity.” The American concep- 
tion of a commercial treaty as an agreement based on the 
principle of bargaining has made it possible for the United 
States to enter in good faith into “reciprocity” agreements 
with individual countries, giving and receiving special con- 
cessions. By means of reciprocity treaties, the United 
States has granted various concessions to certain coun- 
tries, for compensation, and has accepted concessions from 
them. This has involved in each case particular reductions 
from the rates established in the general tariff. In most 
cases the determination to enter into such agreement has 
come as a result of unusual circumstances, such as a 

iar geographical factor or peculiar political relations. 
aving made concessions under special circumstances, or 
for special compensation, the United States has not con- 
sidered it obligatory or even just to extend tae same favors 
to third states “freely.” 

The principle which has consistently guided the practice 
of the United States in respect to treaty bargaining is thus 
different from that which has prevailed in Europe in re- 
cent decades. The American and the European concep- 
tions of reciprocity and of the proper function of the 
yp oh ge os age clause have differed—E-xtracts, see 

, p. 160. 





Dept. of Commerce, March, 1932. 

4—Speech in U. S. Senate, February 8, 1932. 

5—Report, Foreign Commerce Dept. Committee, Chamber of 
Commerce of U. S., March 29, 1933. 


6—Effects of Cuban Reciprocity Treaty, U. S. Tariff Commis- 
sion, 1929. 















TIMELY TOPICS FOR DEBATE 


Problems Pending in Congress and Discussed in 
Recent Numbers of the 






Congressional Digest 
With Facts and Pro and Con Arguments 


Unemployment Insurance 


































| 
SPECIAL RATES War Debt Policy 
7 "Short Selling” 
5-Day Week 
; 
e 
Ss 
; 
: We offer the following special 
rates: 
NEW SUBSCRIBERS: A subserip- 
tion to the Congressional Digest 
for one year, for $4.25. 
a 
Bulk Orders of One Issue: 10 to 
25, 40c each; 25 to 50, 35¢ each; 
*50 to 100, 306 each; *over 100, 
25c each, 
*Plus shipping charges. 
of 
PUBLISHED THE FIRST OF EVERY MONTH EXCEPT JULY AND AUGUST 
3 MUNSEY BUILDING, WASHINGTON, D. C. Se ite | i ae eee), 2 1... 
Reene gallo igi fick 5 cies aS ans ,- .subecriptions fer. o..ceeeccccecceeee site waa mage hw Geeta ke 


Wit remit on receipt of bi 


ee nee ewe eeee * 


tee ee eee eee eee eee eee 


COMING 
IN THE JUNE NUMBER: 


* 


Should the Sherman 
Anti-Trust Law 
be Amended ? 


Economic Planning, Control of Produc- 
tion and many other Industrial Problems 
Depend upon the Solution of the Anti- 
Trust Law Problem. A complete Sur- 
vey of the Question, with full Pro and 
Con Arguments will be found in the 
next Number of the 


Congressional Digest 


THE CONGRESSIONAL DIGEST 


THE ONLY PRO AND CON PUBLICATION IN AMERICA COVERING CONGRESS 





